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When Should Government Controls End? 
A SURVEY OF BUSINESS OPINION 


ULLY HALF the companies replying 

to this month’s survey of business 
practices believe that shortages of raw 
materials are likely to continue to re- 
quire the maintenance of some form of 
governmental control during the transi- 
tion period. Many stress the necessity of 
control for efficient prosecution of the 
Japanese war, even if relatively few raw 
materials or parts are in short supply. 
Several, however, recommend removal of 
controls from all commodities, except 
those considered bottlenecks in the pro- 
duction of war materials or extremely es- 
sential civilian goods. These few controls 
should be retained, it is thought, at least 
until V-J day. 

Specific shortages that were considered 
serious include steel, tin, electrical mica, 
tungsten, lumber, paper, resin, crude rub- 
ber and carbon black. A few processed 
items such as engines, motors and trans- 
formers were also believed to constitute 
a serious bottleneck to production over the 
immediate future. 


NECESSARY EVIL 


Approximately one out of three com- 
panies gave a generally affirmative reply 
to a second question as to whether controls 
should be retained merely because an in- 
dustry’s ability to produce is temporarily 
far below the accumulated demand. The 
common thought among this one third is 
that elimination of controls might cause a 
chaotic inflationary condition during the 
period of unbalance. 

Wartime controls must be relaxed or 
abolished as rapidly as possible in the 
opinion of most of the executives. Some 
who concede the necessity for a degree 
of control fear that government will im- 
pede industry in its reconversion program 
through maintaining controls too long. 
“Government administrators and bureaus 


always are most reluctant to relinquish 
any power or use of controls,” comments 
one executive who believes that it is most 
important now “to swing the emphasis 
from the control of everything and every- 
body to that of more freedom of initia- 
tive.” 

Another executive says: “It is galling to 
us, as it must be to all industry, to continue 
to function under hampering restrictions 
of various governmental bodies. It is also 
irritating to contemplate the cost to in- 
dustry, and to the nation as a whole, of 
the continuance of bureaucratic agencies 
centered in Washington, and extending 
their tentacles to regional administration. 
It is exasperating to answer their ques- 
tionnaires, comply with their rules and 
regulations and be visited by inspectors, 
accountants, etc.” Notwithstanding his 
instinctive dislike for “such a setup that 
is not in consonance with our traditional 
American way of doing things,” the writer 
summarizes that it is his considered opin- 
ion that “controls must be continued until 
they can be relaxed without danger to 
the country.” 

Admitting that sudden relaxation of 
controls is undesirable, another executive 
declares that business will be better 
served by the discontinuance of all con- 
trols as rapidly as possible. “It has been 
our experience,” he says, “that government 
bureaus are not manned by supermen and 
that they are just as likely to make mis- 
takes as the businessmen themselves and, 
since they do not have the interests of the 
business as a prime consideration, such 
controls are likely to do more harm to 
business than otherwise.” 


INDUSTRY SHOULD HELP 


Government should work very closely 
with industry in the demobilization of 
controls, as it did when they were insti- 


183 


tuted, in the opinion of one executive. 
“We believe,” he says, “that the govern- 
ment bureaus were greatly assisted by 
industry advisory committees when regu- 
latory laws were established at the be- 
ginning of the war, and we believe that, 
if the bureaus avail themselves of the 
same facilities and take the advice of in- 
dustry to the same extent, as raw material 
and manufacturing facilities are eased at 
the end of the war a satisfactory program 
for the termination of regulations can be 
established.” 

Fear is expressed in a few letters that, 
as the war approaches a successful conclu- 
sion, the practical “industry men” may 
leave Washington. As one executive puts 
it: “The relaxation of controls as supplies 
become abundant will require great skill, 
but not greater than is now available if 
the best men in the various government 
bureaus remain in office. The danger lies 
in the tendency on the part of the more 
aggressive, energetic and experienced in- 
dividuals to return to private industry as 
soon as possible. That, in my opinion, is 
a very real danger.” 


NEED MORE REALISTIC APPROACH 


Price control should be reviewed, ac- 
cording to several letters, and more real- 
istic formulas for relief provided. One ex- 
ecutive says: “Such statements as made 
by Mr. Vinson that industry, because of 
its increased know-how, enlarged pro- 
duction volume and better methods, should 
be prepared to absorb a 30% increased 
cost, are not very encouraging in a mar- 
ginal business such as ours.” Another de- 
clares: “There is a great deal of pressure 
to withdraw the controls over labor rates, 
but to maintain them on prices. It seems 
to me the two must go together.” 

If price and allocation controls are to be 
released as soon as the supply situation 
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is improved, as cooperators in the Board’s 
survey generally hope, industry will have 
to operate under a cost-price relationship 
that will yield sufficient profit to encourage 
it to make up rapidly the deficits in the 
supply area. Considerable feeling is ex- 
pressed that price adjustments are un- 
necessarily slow and that price regulations 
are retarding output. Ability of business 
to regulate itself in this respect is indicated 
by the reply of one executive who says: 
“All important businesses have millions of 
dollars invested in advertising and good 
will, and they are not going to upset mer- 
chandising and markets or gouge the 
public.” 


AGAINST PREFERENCES 


General opposition is expressed to the 
idea that government should continue con- 
trols for the purpose of giving preference 
on materials or parts to industries or areas 
threatened with serious unemployment 
during the transition period. It is gener- 
ally believed that any such mandate given 
to government would delay the readjust- 
ments that must be made before an effi- 
cient peacetime economy can be reached. 
It would also tend to favor uneconomic 
areas at the expense of more efficient 
areas. 

Three out of every four of the compa- 
nies replying to the survey apparently 
agree with the announcement made on 
May 28 by J. A. Krug, chairman of the 
War Production Board, that “in many 
areas, time will solve (employment) dis- 
locations—as peacetime industries start 
up and hire workers; but in some areas, 
special measures taken to maintain em- 
ployment would merely postpone the 
eventual day of reckoning.” 

The following four quotations are more 
or less indicative of the replies in general: 

“I am dead opposed on principle to the 
government continuing controls in order 
to give preference on materials to any in- 
dustry or any area, simply because of a 
threatened unemployment situation within 
that industry or area. That may sound 
cold blooded but in the long run I do not 
believe it will prove so. The minute we 
permit government to play the role of the 
omnipotent decider, dealing out special 
consideration in one place and continuing 
it in another, we are opening the gates 
wide for those who would change our 
basic form of government and our present 
form of industrial economy. We have had 
enough bureaucracy in government for a 
long time now. It is high time we had less 
government by men and more government 
by law. We certainly cannot have it by 
having the government not only retain 
but extend its controls.” 

Another: 


“The unemployment situation during 


the transition period should not have any 
serious consideration in this particular 
connection, since certain populations have 
moved to other places, and possibly a cer- 
tain amount of unemployment will be ne- 
cessary to readjust these populations and 
have them go back to the places where 
they came from. We believe that the 
preferences, as far as materials, should be 
given to industries which will actually re- 
quire them, rather than to certain indus- 
tries and areas merely to keep them busy 
producing things which are:not of great 
importance in the ultimate program. In 
other words, when the reconversion takes 
effect there will be many things of great 
importance to the economy and welfare 
of the nation. . . We feel necessary 
items should have preference over unneces- 
sary gadgets, toys and luxuries regardless 
of any employment situation.” 


Still another: 


“Government controls should not be 
necessary on materials in industries in 
areas threatened with unemployment. 
Preference might be given these areas in 
the distribution of government surpluses 
of usable raw materials. During the transi- 
tion period it might be better to let the 
law of supply and demand operate un- 
impeded and thus relocate labor in perma- 
nent employment in established peacetime 
industries rather than stimulate artificial 
employment by placing such areas in a 
preferential or privileged position. Ulti- 
mately, we must get back to fundamentals 
in industry if we are to preserve the prin- 
ciples of free enterprise and it would ap- 
pear that the transition period offers the 
best opportunity to accomplish this with 
the least distress.” 


For Their Temporary Use 


The last of the four quotations ex- 
pressed the idea that controls definitely 
should be used to minimize temporary 
dislocations in industries or areas faced 
with unemployment. 


“As we progress through the period of 
change, controls will have to favor certain 
industries from time to time, to insure a 
more stable economy in the postwar era 
and to minimize inflation. A normal labor 
supply is as important as raw materials 
to the return of peacetime production, 
and until business can compete in the 
employment market on substantially the 
same basis as in the prewar period, control 
should be maintained, which will forestall 


any shifting of the present concentrations’ 


of labor until peacetime labor requirements 
are more definitely determined. The ne- 
cessity of replacing domestic goods which 
have not been available to the public for 
several years, insures a high level of pro- 
duction to certain industries, many of 
which are concentrated in clearly defined 
areas. The automotive industry is our best 
example of this type of industry, and it is 
important that it has on hand, in its pro- 


duction areas when reconversion has been 
completed, a sufficiently large labor pool 
for it to attain normal production and 
meet civilian demands.” 


SMALL BUSINESS PLIGHT 


While preponderantly against prefer- 
ences to industries or geographic areas, 
several letters indicate that “small busi- 
ness” is an economic area in need of pro- 
tection. One executive says: 

“The principal danger would seem to 
be preemptive buying by large concerns 
currently supplied with huge cash and 
credit sources, to the disadvantage of 
smaller concerns whose financial reserves 
are relatively weaker. The smaller manu- 
facturing unit has suffered by renegoti- 
ation and taxation relatively more severe- 
ly; in many cases, it is a ‘growth’ enterprise 
which has been -unable under wartime 
financial restrictions to create reserves; 
and generally it has no extensive line at 
the banks. It is essential, therefore, that 
an organization such as the Smaller War 
Plants Corporation be given a basic allot- 
ment of materials, where threat of a mar- 
ket squeeze exists, for allocation to smaller 
manufacturers upon showing of individual 
need.” 

Another states his belief “that small in- 
dustries and small business in general will 
be very much handicapped in the recon- 
version process. It appears that many 
large manufacturing corporations are prac- 
tically tooled up for peacetime produc- 
tion and are only awaiting the signal to go 
ahead. Under the present open-end sys- 
tem set up by the War Production Board, 
they can corral the entire supply of avail- 
able material for months ahead and the 
small producer will find himself at a great 
disadvantage when he can turn from war 
work to peacetime products. This is a 
most serious threat to the continuance of 
small industries and some form of govern- 
mental control should be exercised so that 
the large corporations which have the 
financial ability to get tooled up before 
war production ends do not acquire tre- 
mendous advantage at the expense of the 
smaller people who cannot operate along 
these lines.” 


A somewhat different point of view is 
expressed by another executive: 


“Small manufacturers, manufacturing 
diversified small lines which cannot be 
considered an ‘industry,’ are in an impos- 
sible position in so far as determining 
what, if anything, they could make even 
if materials were available and permission 
granted to proceed. The mass of detail 
involved in a small business, operating, 
say, seven different divisions with twenty 
or thirty different products in each divi- 
sion, is practically impossible to accom- 
plish with the staffs available. The incon- 
sistencies of one branch of the government 
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suggesting that overtime be included in 
base rates to maintain the present ap- 
proximate take-home, with OPA estab- 
lishing prices on the basis that overtime is 
to be eliminated is but one of the many 
inconsistencies creating confusion.” 


A few companies believe that suppliers 
could be trusted with allocation of the 
available supply of materials and parts, 
because, as one executive puts it, “of the 
business which we have given them in the 
past and because of the continuing effect 
upon future business.” But he goes on to 
name a “factor that must be given thought 
in the transition period,” which is “the 
greediness of certain companies which 
might enter into the picture. This could 
be offset, to a large measure, by the vari- 
ous members of an industry policing on 
their own account the orders placed with 
them by their customers. Failing a mutual 
understanding along those lines, it may be 
necessary to have government control of 
inventory.” 


To Keep Close Inventory Control 


Another executive indicates that his 
corporation is going to exercise extremely 
careful control over its inventory: 

“Release of controls is not likely to re- 
sult in the chaos which some people seem 
to fear. We are going to try and control 
our inventory to less than that custom- 
arily carried in the prewar years because 
we are convinced it is good business to do 
so. In other words, we believe that we 
can operate with a lower inventory-to- 
sales ratio than we have in the past.” 

The inventory situation may be some- 
what different in consumer goods than in 
producer goods, notes another executive, 
who believes that it would nevertheless 
be better to remove controls promptly be- 
cause of the difficulty in arriving at proper 
cost-price ratios for control purposes. He 
says: 

“The situation is a little difficult with 
respect to consumers’ goods. These pur- 
chasers are not, as a rule, businessmen and 
the temporary excess of demand over sup- 
ply in such goods may lead to rapid bid- 
ding up of prices. However, even in these 
cases, we will be better off to remove price 
controls promptly. If such prices are fixed 
arbitrarily by government, it is highly 
probable that in a large number of cases 
they will be fixed so low as to remove the 
incentive for rapid increase in productive 
capacity with the result that shortages will 
continue far longer than would otherwise 
be the case. On the other hand, if price 
ceilings are removed and consumers bid up 
prices, the result will be that producers 
will strain every nerve to increase pro- 
duction rapidly in order to take advantage 
of such prices with the result that the 
period of shortage will be very much re- 
duced.” 


Industry Comments 


Comments from cooperators grouped 
according to principal industry follow. 


DURABLE GOODS 


Automotive Equipment: 
petition Expected 


Keen Com- 


“Our belief is that shortages of raw ma- 
terials in our industry will not be sufficient 
to require government allocations or con- 
trol of inventories or prices. As soon as 
manpower and plant facilities are avail- 
able, there will be plenty of production, 
and competition will undoubtedly be 
keen.” “We do not believe any 
shortage of raw materials will exist as far 
as our industry is concerned.” . . . “Can- 
cellations and cutbacks already made 
should level off requests for materials. 
However, it might be better to retain 
broad controls, eliminating inventories 
from the regulations, as well as orders 
prohibiting manufacture of certain civilian 
items. This would permit the manufac- 
turer to make civilian items if the mate- 
rials were available.” “Temporary 
controls during the transition period should 
not be attempted. On the other hand, run- 
away inflation must not be allowed, so we 
may have to sacrifice some more of our 
liberties in order to avoid inflation.” 

“All controls on materials should be 
abolished immediately, regardless of the 
timing of reconversion, with the excep- 
tion of the AA-1 priority, which should 
continue to be available for war material 
only.” . . . “The government should not 
undertake to allocate materials on the 
basis of unemployment requirements.” 
. . . “Under unemployment requirements 
the aviation industry might be given pref- 
erence on material to manufacture auto- 
mobiles while the companies better set up 
to manufacture automobiles might not 
be given material.” . . . “It would prob- 
ably be good judgment to retain controls 
on the price of any material or finished 
product until reasonable competition has 
been established, but maintaining alloca- 
tion controls is inadvisable. Sellers of ma- 
terials and finished products can be relied 
on to do a pretty good job of allocating 
to their customers.” . “There should 
be some generalized control for the im- 
mediate six months after V-E day, after 
which it should be abandoned whether the 
war with Japan is concluded or not.” 


Electrical Equipment: Continuation 


of Controls 


“The scramble for materials and equip- 
ment during the transition period will 
result in chaos if some control is not 
exercised.” “In our industry 
there are sufficient critical materials so 
that controls will have to be maintained 
during the transition period. They can be 
modified by the actual supply situation 
and by easing of civilian restrictions.” 


. “Certain imported materials such 
as electrical mica must have government 
influence to prevent runaway prices.” 

“Government control of scarce ma- 
terials should continue until the supply 
of each material becomes sufficiently plen- 
tiful. Controls should be discontinued 
material by material, rather than in a 
group.” . . . “All controls are so cumber- 
some, badly administered and take so long 
to become effective that losses resulting 
from them far outweigh the gains.’ 
“Shortages will justify continuation of 
controls.” 

“The government should give prefer- 
ences on materials or parts to industries 
or areas threatened with serious unemploy- 
ment during the transition period. The 
success with which industry reconverts 
will be judged by the public on the basis 
of the level of employment which is main- 
tained.” . . . “Controls should only be 
continued in order to insure the best use 
of critical materials for the war effort.” 
: . “The government should not give 
preference to industries or areas. While 
this may cause hardships in some areas, it 
will be the quickest way to break up pres- 
ent unnatural labor concentrations.” 

“The normal course of business will dis- 
tribute the work better than any govern- 
ment bureau could.” . . . “Conditions of 
unemployment in any particular area 
should have nothing to do with the con- 
trols. Allocations of material and controls 
should be applied industrywise.” ’ 
“The pattern of the population is not 
likely to vary greatly from what it was 
prewar unless artificial controls are thrown 
in.” 

“Controls should be retained where an 
industry’s ability to produce is temporar- 
ily far below accumulated demand. Other- 
wise, some industries may be threatened 
with a loss of business because they are 
continuing with necessary war production 
work while others are free to engage in 
civilian production in competition with 
them.” . “We emphatically oppose 
any retention of controls on an industry 
merely because industry’s ability to pro- 
duce is far below accumulated demand for 
its products. Controls could easily stifle 
the very ingenuity and competitive spirit 
which is the basis of the American indus- 
trial system.” 


Industrial Machinery: Elimination of 
Controls 


“I favor the elimination of material 
controls, except those made necessary by 
the war. Experience proves that one con- 
trol begets the necessity for more until 
they spread in an ever-widening circle.” 

“We are a little worried about the 
shortages of some raw materials, but gov- 
ernment allocations might not necessarily 
have anything to do with this, nor help.” 

“We doubt if shortages of raw ma- 
terials i in our industry would be sufficiently 
serious to require continued government 
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allocations or control of inventories and 
prices.” . “Government allocations 
and control of inventories and prices 
should cease. The cessation of the war will 
release sufficient materials to meet re- 
quirements, and competition will take care 
of prices.” . . . “Elimination of controls 
may show shortages which cannot be fore- 
seen at the present, and should they arise, 
something much simpler than the present 
plans would probably be effective.” . 
“All controls should be eliminated very 
soon.” . . . “Possibly within three months 
after cessation of hostilities, controls on 
materials could be done away with; in 
six months, the same thing should happen 
to labor; and in nine months, wages and 
price controls.” . . “All wartime con- 
trols could be abolished except possibly 
some to prevent Military Services from 
monopolizing a company’s products to 
the exclusion of civilians.” . . . “If the 
government should continue to control 
wages and prices for a period after V-E 
day, there will be no shortages of raw 
materials.” . . . “Most concerns will be 
anxious to retain as many customers as 
possible and will not be tempted by offers 
of high prices.” . . . “To insure continuity 
of production of items most generally 
needed for civilian use, certain semifin- 
ished products, such as gasoline engines, 
clutches and bearings, may have to be sub- 
ject to control for some period.” . ; 
“Shortages of raw materials in our indus- 
try are serious enough to warrant a certain 
amount of government allocation and con- 
trol of inventories and prices in the transi- 
tion period. Otherwise, things will get out 
of control and certain industries will order 
not so much from a standpoint of their re- 
quirements, but of getting part of their 
requirements by increasing their orders; 
the letdown would be catastrophic.” . . . 
“Government allocations and control of 
inventories, but not prices, should con- 
tinue during the transition period.” 


“It would be a great mistake for the 
government to give preference to indus- 
tries for the sake of supporting migrant 
workers in uneconomic locations.” . . . 
“The unemployment situation during the 
transition period should not have any 
serious consideration in this particular 
connection, since certain populations have 
moved to other places and possibly a cer- 
tain amount of unemployment will be 
necessary to readjust these populations.” 
. . . “During the transition period it 
might be better to let the law of supply 
and demand operate unimpeded and thus 
relocate labor in permanent employment 
in established peacetime industries rather 
than to stimulate artificial employment by 
placing such areas in a preferential or 
privileged position.” . . . “Any prefer- 
ence given to areas threatened with serious 
unemployment will hurt other areas which 
are economically stronger. Adjustment 
from war to peace must be made some- 
time, and the time to make it is now while 
purchasing for the Japanese war.” . 


“We doubt if controls on materials would 
have much bearing on the employment 
situation. Besides the requirements of 
material, there is going to be considerable 
reorganization of plants before employ- 
ment on a peacetime basis can be fully 
worked out.” . . “The WPB should 
continue control for six months after the 
end of the war so as to stabilize employ- 
ment.” . . . “Government controls should 
be continued in order to give preference on 
materials or parts to industries or areas 
threatened with serious unemployment 
during the transition period. We should 
not be given material for civilian produc- 
tion while still engaged in war production 
and maintaining reasonable employment 
for our entire personnel at the expense of 
other manufacturers in areas where there 
is an excess of labor and an unemployment 
condition.” . . . “We believe the govern- 
ment is trying to distribute cancellations 
so that serious unemployment might be 
avoided during transition.” 

“Controls should not be retained merely 
because industry’s ability to produce is 
below the accumulated demand for its 
products. Competition should automatic- 
ally produce reasonable price control.” 
. . . “In the long run, the law of supply 
and demand will adjust prices without 
government control; business and employ- 
ment will be stimulated most by a maxi- 
mum of freedom.” . . . “Many industries 
must have a tremendous potential backlog, 
but certainly they should be permitted to 
produce without being harassed by con- 
trols.” . . . “Controls should be retained 
only for the purpose of preventing infla- 
tion.” . . . “Some sort of control must 
be exercised for a time until industry gets 
on a stable basis. Otherwise, we shall see 
inflation in some industries and deflation in 
others.” . . “It would seem perfectly 
sound to have controls on materials and 
finished products in case of industry’s in- 
ability to use all the materials it might 
see fit to order. Some overbuying is likely 
in the transition period, and some controls 
might help this situation.” 


Tron and Steel Products: Favor Allo- 
cation by Producers 


“Shortages of certain raw materials or 
essential parts of our products will proba- 
bly be serious for some months to come. 
This possible shortage does not necessitate 
continued government allocations and con- 
trol. Our prewar experience would indicate 
that we can rely upon the good judgment 
and fairness of our suppliers to make 
proper allocation of such materials as they 
may have at a price which is not adjusted 
to take advantage of a favorable market.” 

. . “At the beginning of the transition 
period, the allocation of raw materials may 
be a problem. However, continued govern- 
ment allocations and control of inventories 
or prices may lead to a more chaotic con- 
dition than that which we would experi- 
ence if the general law of supply and de- 
mand were allowed to function.” . . . 


“The danger that controls will be retained 
too long seems greater than that they 
will be removed too quickly.” . . . “We 
are liable to have a surplus of raw material 
rather than a shortage, as the capacity 
for the manufacture of pig iron has been 
substantially increased during the war. 
The law of supply and demand will take 
care of the pig-iron price.” . . . “We have 
continually, throughout the war, pur- 
chased our supplies and material from the 
sources used before the war, and we feel 
that we will continue to get satisfactory 
service in the way of deliveries.” . . 
“T favor retention of the minimum amount 
of control for successful prosecution of the 
Japanese war, while permitting the widest 
possible latitude for industry in recon- 
version.” . . . “Since our individual pur- 
chase orders are relatively insignificant, 
we anticipate considerable difficulty in 
obtaining the raw material we will require 
during the transition period, unless there 
is a definite method of allocation and 
control.” . . . “To insure the most ad- 
vantageous use of raw materials, control 
should be maintained by the government 
and prices should be regulated, but only for 
the duration of this period, and in such 
varying degrees as changing or improving 
conditions necessitate.” 

“Any attempt by the government to 
allocate materials or parts to industries in 
areas threatened with unemployment may 
cause irreparable damage to certain indus- 
tries located in tight labor markets. The 
small manufacturer is most likely to be 
hurt by this measure of allocation of ma- 
terials.” . . . “We do not believe that gov- 
ernment controls giving preferences on 
materials to certain areas will solve the un- 
employment problem. The concentration 
of labor in some areas enjoying large war 
orders probably will mean unemployment 
in those areas. Our belief is that the trans- 
fer of labor back to its original area is 
desirable.” . . . “The unemployment situ- 
ation in certain areas should not be the 
determining factor in giving preferences on 
materials or parts. If the essential or 
most important needs of the civilian 
economy are to be met promptly, the na- 
ture of the products or services required 
should be the main governing factor.” 
. . . “Controls will have to favor certain 
industries from time to time in order to 
insure a more stable economy in the post- 
war era and to minimize inflation.” 

“Government controls should not be 
retained because of industry’s inability 
to meet the accumulated demands for 
its products. Most manufacturers are 
farsighted enough to recognize that any 
attempt to take advantage of such a con- 
dition in pricing a new product will ulti- 
mately cause more harm than can be 
compensated for by any temporary in- 
crease in profits.” . . . “Controls should 
be removed as quickly as advisable in 
order not to interfere with the war effort. 
We recognize some dangers of runaway 
prices and a maladjustment of conditions, 


June, 1945 


BUSINESS RECORD 


187 


but the over-all results of controls are not 
desirable ones and the country in general 
will benefit more by the return to the 
prewar method of distribution and pric- 
ing.” . “While undoubtedly some firms 
may suffer a temporary loss in the conver- 
sion period, this would be a small price 
to pay for permanent freedom of action.” 
. . . “The best way to correct scarcity is 
to reward the producer as an incentive to 
get into production.” . “Production 
for civilian use can function best with a 
minimum of controls. However, in the 
case of a few very essential items which 
will require considerable time before sup- 
ply can approach demand, some degree 
of rationing control would appear to be 
necessary for a while.” . . . “Any sharp 
rise in prices due to diminished produc- 
tion in comparison with increased demand 
may in the long run be harmful to a 
continuance of prosperity.” 


Machine Tools: Shortages Not Serious 


“Tn my opinion, all government material 
controls in the cutting-tools industry 
should be dropped now that we have 
passed V-E day.” . . . “Shortages of raw 
materials in our industry will not be suffi- 
ciently serious to warrant continuance of 
the present governmental control.” . . . 
“We believe that government controls 
should be maintained during a definite 
transition period, with the humane pur- 
pose of aiding necessary sections of the 
world in recovering and maintaining 
health and in producing their own basic 
foods.” . . . “Government controls should 
be eliminated as quickly as possible, but 
it will be necessary to retain control of 
materials until such time as scarcity 
ceases.” 

“To give preferences on materials or 
parts to industries or areas threatened 
with serious unemployment during the 
transition period would be too difficult a 
program to administer. The loudest re- 
quests for special consideration would 
come from those companies which either 
have no normal peacetime product or 
from producers who can’t compete satis- 
factorily because of their high costs.” 

. “The sooner we get back to operating 
our manufacturing plants on a free com- 
petitive system the sooner we will be in 
a position to employ a large percentage of 
the workers and meet the tremendous 
pent-up demand for consumers’ goods.” 

. “It should not be necessary for the 
government to continue controls on the 
basis of population. The population will 
adjust itself to the efficient employment 
areas, and any control that interferes with 
this situation hampers the natural flow 
of trade.” . . . “We shall expect federal 
authorities to take emergency measures 
when absolutely necessary to prevent 
hardship in a particular locality. How- 
ever, we doubt many such real cases of 
hardship will develop if the operation of 
business is left in the hands of the people.” 

“Temporary dislocations resulting from 


the abandonment of wartime controls are 
much less to be feared than the continu- 
ation of direction by agencies of the gov- 
ernment.” . . . “The fewer controls we 
have, the better. This may temporarily 
work a hardship on some, but in the final 
analysis it will adjust itself to the ad- 
vantage of both industry and labor in 
harmony with the law of supply and 
demand.” . “Where supplies are in- 
sufficient for the total demand, it is prob- 
ably advisable for some form of price con- 
trol to be maintained. Allocation and ra- 
tioning should be maintained where the 
supply of industrial materials and finished 
products is far below the accumulated de- 
mand for them.” “Controls on 
wages and prices may have to be continued 
to avoid inflation.” “There are some 
dangers in releasing controls where ability 
to produce is far below accumulated de- 
mand. Price rises are the main danger. 
The danger of perpetuating government 
controls, however, is vastly greater.” 


NONDURABLE GOODS 
Chemicals: Gradual Relaxation 


“One of our important raw materials is 
likely to continue in short supply for an 
indefinite period of time despite the end 
of the European phase of the war, and is, 
at present, subject to an end-use limitation 
on consumption which is likely to continue 
at least until the end of the Japanese war 
and probably longer.” . “Continued 
allocations and inventory controls are 
vital during the transition period. While 
some relaxing of prices may be indicated 
to permit manufacture at a profit, there 
should be curbs on runaway prices when 
raw materials and manpower begin to 2 
proach a free market situation.” z 
“Government allocations and controls now 
in existence should be gradually | discon- 
tinued as war requirements ease.” . 
“Allocation control by WPB should “be 
continued only to the extent necessary to 
direct chemicals to military end uses. 
Controls for civilian end uses should be 
abolished at the earliest possible date, as 
should price controls. The soundness of 
our economy will be in direct proportion 
to the freedom with which supply and 
demand are allowed to find a common 
level.” . . . “There-is no need for con- 
tinued government allocation and control 
of inventories or prices of any of our raw 
materials. However, the container situ- 
ation promises to present so many diffi- 
culties that some degree of control will 
have to be exercised.” . . . “The govern- 
ment should continue control of materials 
for a short time after the war until the 
severe demands are filled, with inventories 
starting to be replaced. These restrictions 
should be only on critical materials and 
should be ended as soon as they get out 
of that classification.” . “Customers 
have for a long time been buying on a 
hand-to-mouth basis, by virtue of alloca- 
tion control. Were the restrictions sudden- 


ly released, the result would, to say the 
least, be chaotic. It would appear sensible 
to gradually increase the allocations to 
each individual to permit a reasonable 
stock accumulation before controls are 
entirely lifted.” 

“The essentiality should be the criterion 
for materials and parts preferences rather 
than area employment. There will be 
temporary local unemployment regardless 
of the availability of materials in a given 
area.” “Preference on materials 
should not be given to industries or areas 
threatened with serious unemployment. To 
do so would be supporting an artificial 
situation that would require continued 
support in order to avoid unemployment 
at some other time.” “Tf unemploy- 
ment in an area results from a lack of 
sufficient materials for the industries in 
that area to assimilate what would be their 
normal rate of employment, then prefer- 
ence on such materials should be given to 
such areas. However, in many areas ab- 
normal employment conditions have grown 
up and it is not wise to attempt to con- 
tinue an artificial condition, for sooner 
or later the readjustment must take place 
and the sooner the better.” . “Un- 
employment after the end of the war with 
Japan will probably be quite well dis- 
tributed throughout the country, so that 
there would presumably be little point in 
trying to direct the flow of materials on 
the basis of unemployment.” 

“All controls should be of a temporary 
nature. Unless the word temporary is used 
to cover a period of a month’s or two 
months’ duration, I think that a fair, 
just and equitable system of preference 
would be desirable.” 

“The output of our industry, in my opin- 
ion, should continue under control for a 
sufficient time to accomplish readjust- 
ment.” . “Controls on products for 
which there is a large unsatisfied demand 
should be adjusted to the industry or 
product in question.” 


Paper: Acute Shortages Expected 


“Shortages of raw materials in our in- 
dustry will require continued government 
allocations and control of inventories, as 
well as prices, during the transition peri- 
od.” . . . “The shortage of raw material 
in the paperboard industry is still a serious 
handicap. Mills have been unable to 
maintain an adequate inventory and at 
times have been forced to curtail produc- 
tion.” “Shortages of raw material 
exist in the paper industry which will re- 
quire continued government allocation and 
control both of inventories and of prices. 
From all indications it appears that these 
controls should be continued throughout 
1945, and in all probability until the end 
of the second quarter of 1946.” 
“There is a very stringent shortage of 
pulpwood and pulp and we feel that there 
will have to be government control of 
both of these items for some period at 
least. Another comparatively small raw 
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material of the paper industry but vital 
to its existence is rosin for sizing; this is 
extremely critical and probably will con- 
tinue so for some time after V-E day.” 

“Shortages of some raw _ materials 
in the paper industry, particularly wood 
pulp and certain chemicals, are such that 
government allocations and control of in- 
ventory will be necessary.” 

“While I am opposed to continued con- 
trols in order to give preference on mate- 
rials to industries or areas threatened with 
serious unemployment during the transi- 
tion period, our industry has approved al- 
locations so far as possible in order to keep 
all units running.” . “An effort should 
be made to control the distribution of ma- 
terials in order to avoid sharp declines 
from the pinnacle of high employment.” 

“The threat of serious unemployment 
during the transition period is exaggerated; 
the government should endeavor to direct 
the flow of materials to industries or areas 
which are threatened with reduction in 
operations because of reasons other than 
such shortages.” 

“A certain measure of control should 
be continued for a limited time because 
an industry cannot produce nearly enough 
for the demand for its product—but not 
until there is a balance. Balances in my 
experience exist only for short periods 
of time. The implied ideal will not work 
out in practice.” . “Controls should 
be retained, both on materials and on 
finished products, until a reasonable bal- 
ance is worked out in the several indus- 

‘tries. Unless sensible controls are main- 
tained, there may be a chaotic condition 
in all industry leading toward a very 
severe inflationary period.” . . . “Allo- 
cation and inventory control should be 
continued on raw materials until such 
a time as there is a reasonable working in- 
ventory of such raw materials in the hands 
of producers and the supply is adequate to 
provide a reasonably free market.” 4 
“Government controls should not be con- 
tinued simply because of a shortage of pro- 
duction compared with accumulated de- 
mand.” 


Rubber: Supplies Still Critical 


“Shortages of raw materials in our par- 
ticular industry apparently will continue 
in such proportions that it would be most 
unwise to relax completely all controls.” 

“Until supplies of natural rubber are 
adequate, procurement, inventories and al- 
locations to consuming industries must be 
controlled by the government or some 
other regulatory agency. This will neces- 
sarily involve some control of prices. At 
the present time, supplies of carbon black 
are also critical.” . . . “The rubber indus- 
try would be interested in some form of 
government control in the postwar period 
until such a time as crude rubber becomes 
available in quantities desired by manu- 
facturers. Use of crude rubber in products 


manufactured by this industry has been 
scaled back systematically since Pearl 
Harbor to a point where consumption of 
crude is now running only 2% of what 
it was in the peak month of 1941. It 
might be advisable for the government to 
continue a control on the price of crude 
rubber until supply equals demand; other- 
wise there might be some substantial dis- 
locations in prices in the early postwar 
period.” 

“Realistically, we believe that controls 
should be continued in such a manner as 
to insure the most rapid production to 
satisfy stored-up consumer needs.” - 
“We do not believe any industry or area 
should be favored at the expense of other 
industries or areas.” 

“Price controls on industrial materials 
and on finished products will probably be 
necessary during the transition period, but 
should be promptly discontinued when 
supply approximates demand.” . . . “We 
believe that controls should be continued, 
but only in such manner as to stabilize the 
price structure and to avert price infla- 
tion.” 


Textiles: Elimination of Allocations 


“All controls should be dropped with 
the exception of price control.” 
“Controls can and should be removed 
much more rapidly than the government 
boards and agencies who administer them 
will think advisable. Controls on raw 
materials in some fields could come off 
now. In our own industry there is plenty 
of raw material; the shortage at the mo- 
ment is in manpower. As soon as the 
manpower situation eases, all controls of 
raw materials and production can and 
should be removed but controls of wage 
rates and prices might have to be kept 
for several months longer.” . “There 
is no shortage of raw materials in the 
cotton textile industry, nor such serious 
shortage in the rayon yarns as to require 
government control. I believe a much 
better case could be made for some con- 
tinuation of price control.” . . . “Govern- 
ment controls should be gradually but 
diligently reduced until controls are at a 
minimum. There is no shortage of raw 
material (cotton) in our industry, except 
that which is arbitrarily and unreasonably 
made by the government itself.” . : 
“While there are textile shortages, the 
industry would prefer to have any allo- 
cation of yarn in the control of civilian 
suppliers.” . “The sooner the controls 
are lifted the sooner our industry will be 
on a normal basis.” . . . “It may be neces- 
sary to continue price control for a limited 
period of time; that is the only govern- 
ment control that will be to the advantage 
of producer, distributor and consumer.” 

“Shortages of finished textile prod- 
ucts are sufficiently serious at this time 
and for the immediate future to require 
continued government controls over both 


allocations and prices.” . “As soon as 
control over raw material is no longer 
necessary to secure adequate supplies of 
manufactured goods for the military, ex- 
isting regulations affecting such raw ma- 
terial should be abrogated.” . . . “I 
would not advocate that governmnt con- 
trols be abolished, but rather that the 
control be intelligently exercised so as to 
return cost plus a reasonable profit.” 

“There will be less dislocation in employ- 
ment and less delay in the return to nor- 
mal peacetime operations if industry is 
permitted to do its job undisturbed.” 

“Government controls should not be 
continued in order to give preferences on 
materials or parts to industries or areas 
threatened with serious unemployment 
during the transition period. These arti- 
ficial controls will only prolong the prob- 
lem of getting people back to work.” 

“The government should not continue 
control to give preference to any in- 
dustries or any areas threatened with 
unemployment, particularly because re- 
conversion in the textile industry will take 
very little time, and unemployment will 
not be occasioned thereby.” . “Tt will 
be highly inadvisable to perpetuate gov- 
ernment controls simply to alleviate tem- 
porary unemployment arising from re- 
conversion problems. Controls of this type 
could become permanent very easily.” 

“Government controls after the war, 
in order to favor geographical areas, 
are discriminatory and not economically 
sound.” . . “The government should 
continue controls in order to give prefer- 
ence to industries threatened with serious 
unemployment. I do not think we should 
continue controls to give preference on 
materials by locations.” 

“Controls should not be retained on in- 
dustrial materials or finished products 
merely because an industry’s ability is far 
below accumulated demand for its prod- 
ucts.” . “No control should be re- 
tained on materials or finished products 
merely because of a temporary shortage. 
Such shortages will be overcome within a 
short period of time if there is no govern- 
ment interference or attempt to regulate 
how organizations are to accomplish their 
objective.” “As long as remaining 
military needs, direct and indirect, can 
be cared for, there seems to be no warrant 
for retaining control in the period when 
an industry is meeting an accumulated 
civilian demand.” . . . “Any controls 
kept will hamper the ability of industry as 
a whole to get back into peacetime pro- 
duction rapidly.” . “We believe that 
price controls are certainly necessary as 
long as an industry’s production is below 
the demand for its products. Without 
control of this sort, the bidding for goods 
could have disastrous effects.” 
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Chronicle of Business 


April 

24 Combined Production and Resources 
Board reports serious shortages in lib- 
erated countries of COAL, TRUCKS and 
COTTON TEXTILES; a world cotton-tex- 
tile shortage of 1,250 million yards 
predicted. 


26 ANTHRACITE miners vote to strike if 
new contract is not signed. Davis 
gives WLB discretionary power on 
nonbasic WAGE ADJUSTMENTS. 


27 Krug restores SPOT AUTHORIZATION to 
full operation. WPB revokes pre- 
viously scheduled cuts in steel quotas 
for FARM MACHINERY. WPB removes 
control on TELEPHONE instrument pro- 
duction, telegraph and teletype in- 
stallations. 


28 Maximum AVERAGE pRice order for 
apparel manufacturers becomes ef- 
fective. 


30 WLB orders Lewis to extend ANTHRA- 
CITE miners’ contract until agreement 
is reached. Suaar ration cut 25%; 
further cuts in store for commercial 
users on July 1. ConTracT TERMINA- 
TIONS may increase to $2 billion or $3 
billion monthly after V-E day, says 
director of contract settlements. Davis 
approves SOFT-COAL miners’ pay rise 
and authorizes OPA to raise price ceil- 
ings. WPB revokes some restrictions 
on sTEEL and durable goods. 


May 

1 OPA authorizes rise in SOFT-COAL price 
ceilings; President asks extension of 
OPA powers. WPB estimates 15% 
drop in military use of copper after 
Y-E day. Rayon-corp shortage may 
cause bottleneck in tire output. WPB 
civilian TEXTILE priority program be- 
comes effective. 


2 President asks $4.3 billion cut in 
budget for 1946 fiscal year, chiefly in 
SHIPBUILDING. Freeze on woo. top 
and worsted yarn extended. WPB 
allows small rise in second-quarter 
supply of weap for civilian storage 
batteries. France has five-year AuTO- 
MOBILE production plan; newly de- 
signed cars now being tested. 


3 Government seizes anthracite mines. 
WPB plans to ration first AuTOoMO- 
BILES, REFRIGERATORS and some other 
consumers’ durable goods. More con- 
STRUCTION MACHINERY for civilians 
after V-E day. Many United States 
industries plan branch plants in Great 
Britain. 

4 WFA cuts Fats and omts for civilians 
in second quarter. Government seizes 
33 more SOFT-cOAL mines, bringing 
total to 272 since April 10. WPB 


revokes controls on steel for OFFICE 
SUPPLIES. 


5 WPB lists seventy-two industries for 
priorities on $160 million MACHINE 
TOOLS and construction; automotive 
to get $50 million machine tools, $35 
million construction. WLB adopts 
RECONVERSION WAGE policy, empha- 
sizing collective bargaining and speed; 
stabilization policy retained. 


6 Europe will need 12 million tons of 
imported roop from August, 1945, to 
August, 1946. French industry oper- 
ating at 20% to 30% of capacity; lit- 
tle improvement expected in 1945. 


7 Srret companies get Army ordnance 
cutbacks. Diversion of WAR-MATERIAL 
shipments to Western ports begins. 
Supreme Court upholds sort-coau 
miners’ portal-to-portal wages. Sur- 
plus Property Board rules 30-day pri- 
ority on purchases of SURPLUS GOODS 
for federal, state and local govern- 
ments. 


8 V-E day. Brown-out ended. WPB:sets 
open ending of cmp for July 1. Heavy 
artillery AMMUNITION cut 10%. WPB 
removes restrictions on making of 
CIVILIAN PLANES. Postwar AIR PAS- 
SENGER service to need four times pres- 
ent number of planes. Textite in- 
dustry gets same manpower rating as 
munitions to boost output. 


9 Currew and RAcING BAN revoked; 
gasoline ration to be increased. Army 
announces $3.5 billion procurement 
cut in ninety days. OPA extends 
MAP order to rayon fabrics and 
other synthetic gray goods, effective 
May 14. State Department allows 
business travel to British Isles and 
France. WPB relaxes controls on 
experimental models, 


10 Krug announces removal of seventy- 
three restrictions on manufacture of 
CIVILIAN PRODUCTS; steel, copper and 
aluminum to be available July 1; con- 
trols eased on sales of surplus alumi- 
num, steel, copper and copper alloy. 
War plants converted to civilian out- 
put may set new WAGE SCHEDULE 
without WLB approval. 


11 WMC relaxes Manpower controls; 
new area classification July 1. Most 
new CIVILIAN Goons to be sold at 1942 
retail prices, says OPA. Business to 
get $5.7 billion for reconversion and 
postwar expansion in next two years 
through TAX REFUNDS and exemp- 
tions. 


13 Army expects to SALVAGE 70% of sup- 
plies in European and Mediterranean 
areas. WPB eases UTILITY CONSTRUC- 
TION controls. 
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14 Civilians to get 500,000 more TIREs in 
May. Anruracite deliveries put on 
emergency basis in twelve Eastern 
states as result of strike. REA orders 
900 RURAL ELECTRIC systems to begin 
$100 million projects delayed by war. 


15 President declares no TAX REDUCTIONS 
possible until V-J day. Krug reveals 
third-quarter cUTBACKS is war output 
to be less than expected. Steen in- 
dustry reconversion to cost $200 mil- 
lion. WPB cuts third-quarter re- 
quested quotas of wooLeNns and 
worsteds for military and civilians. 
General Motors Corporation and Ford 
Motor Company to make light, low- 
priced cars after V-J day. 


16 WPB reveals RECONVERSION timetable 
for seventy-two industries. Schedule 
of four FLicHTs weekly between Eng- 
land and United States begun by 
British Overseas Airways Corpora- 
tion. WPB controls revoked on 1,200 
civilian items. AuTomosILe indus- 
try to need $29 million for new con- 
struction; WPB expects 200,000 new 
passenger cars by January 1; 400,000 
more by April 1, 1946, and 2 million 
by the end of the third quarter, 1946. 


17 Army cuts ciGarerre purchases one- 
third in May, June and July. 


18 Civilian meat at new low; Vinson an- 
nounces program to increase supplies 
by higher subsidies and readjustment 
of Army demands. AvTOMOBILE 
manufacturers ask to make 1945 
quotas at will. More steel for TRANS- 
PORTATION in third quarter. 


19 ICC orders adjustment of railroad 
FREIGHT RATES to create uniformity in 
“class” rates; interim program effect- 
ive August 30. 


20 Copper industry expects adequate 
supply for civilian products by July. 
Increased coal supplies abroad bring 
cut in relief shipments of TEXTILES to. 
Europe. 


21 ANTHRACITE miners resume work after 
three weeks’ stoppage, costing 3.2 mil- 
lion tons; new contract gives wage rise 
of $1.375 a day and time-and-a-half 
pay over 35 hours. ODT orders ratL- 
ROADS to cancel seasonal trains and 
assign more coaches and pullmans to 
military. 


22 CIO asks 20% rise in basic WAGE RATES 
to restore prewar relationship of 
wages, prices and productivity. WMC 
expects war production MANPOWER 
needs to drop 4.7 million in six 
months. WPB removes restrictions on 
twenty-four household articles. WLB 
approves wage rise for 10,000 meat 
PACKERS. Materials to be set aside 
for new makers of civilian goods. 


Selected Business Indicators 


Industrial Production 
Total (FRB) (S)ip.nn ee eee 
Manufacturing (FRB) (S)........ 
Durable goods (FRB) (S)......- 
Steels ict sete nee eeonrens 
Pig irones2h deters eee atte ce 
Copper (refined).............. 
Lead. (refined). 5< icce deraixe> «prac 


Zane: (slaky) sass iac aire wyo-<tels orgies 


Glass containers.............. 
Tamber nec htws sc estacenee es 
Machine tools'...............- 
Machinery (FRB)............ 
Transportation equip.(FRB)... 
Nondurable goods (FRB) (S)... 
Cotton, scinsd e esiesy sane, 


y 
Food prod., mfd. (FRB) (S)... 
Chemicals (FRB) (S)......-. 
Newsprint, North American. .. 
Papers cc wais wcctewinmereeciaias 2 
Panerboardescade «inca aes ae 
Boots and shoes...........+0 
Cigarettes (small)*............ 
Mining (FRB) (S)............... 


Bituminous coal.............- H 


Anthracite soz,o0's 4:0. sites so atts 
Crude petroleum?............. 
Electric powert.......2..-.¢0.+0- 
Constructions isis, sfee leo es anew oe 
Heavy engineering—Public®........ 
Heavy engineering—Private®....... 
Munitions Production.......... 
War Costsin.i.. caddie aaie slau 
Distribution and Trade 
Carloadings, total’. ..............- 
Carloadings, miscellaneous*......... 
Retail trade (NICB) (S)........... 
Department store sales (S)......... 
Variety store sales (S)............- 
Rural retail trade (S).............- 
Grocery chain store sales (S)"........ 
Magazine advertising linage........ 
Commodity Prices 
All commodities (BLS)............ 
Raw materiale. ces. aaeerns meee > 


Manufactured products.......... 
Waring: Prouuctss. cic ssis ace y aisle 
BOOKS site rcs dewetting oa ct 
Sensitive industrial (NICB)‘........ 
Sensitive farm (NICB)‘............ 
Retail prices (NICB).............- 


Securities 


Utilities’. co... vesmee. caret, 


Total no. shares traded N.Y. Stock Ex. 


Corporate bond yields (Moody’s). . . 
Financial Indicators 

Bank debits, outside New York City. 

New capital corporate issues........ 


Refunding issues..............+-.- 


Comm., industrial and agric. loans’. . 


National income payments......... 
Money in circulation, end of month. 


SAdjusted for seasonal variation 
*Engineering News-Record—average weekly 
change, March, 1944, to March, 1945 


to February, 1945 hPercentage change, February, 1944, to 


1Shipments 


1945 

April March February January 
1935-39=100 |}p 231 |r 235 236 234 
1935-39=100 ||p 247 252 » 253 251 
1935-39=100 |p 337 Ir 845 347 |r 345 
000 net tons 7,309 |r 7,708 |r 6,655 |r 17,206 
000 net tons 4,786 5,228 4,563 4,945 
net tons 715,436 76,395 69,950 67,726 
net tons 46,511 48,029 46,616 49,099 
net tons 68,223 71,739 64,723 70,492 
000 gross n.d. 8,812 7,304 8,031 
million bd. ft. na. 2,311 2,110 2,133 
000 dollars p 40,331 |r 40,045 36,018 37,353 
1935-39=100 |p 424 |r 432 436 |r 431 
1935-39=100 ip 650 |r 677 697 |r 706 
1935-39=100 |p 174 176 |r Lil? 174 
bales 769,678 857,693 781,559 849,945 
million pounds n.d. na. |p 55.8 |r 61.2 
}| million pounds 50.1 |r 53.0 45.5 47.8 
1935-839=100 |p 157 |r 160 |r 158 |r 155 
1935-39=100 |ip 316 318 319 316 
short tons 332,925 355,621 323,862 $51,737 
% of capacity 88.1 90.2 89.4 86.7 

% of capacity 97 97 95 91 
thous. of pairs || e 40,000 43,884 |r 38,876 |r 39,670 
millions 17,090 18,679 16,673 20,077 
1935-39=100 |ip 140 142 141 140 
p 43,350 52,360 46,900 52,200 
p 5,307 |r 5,238 4,445 4,195 
e 4,815 4,799 4,759 4,748 
4,372 4,402 4,489 4,554 
000 dollars 395,798 $28,874 146,957 140,949 
000 dollars 24,045 25,998 20,236 13,958 
000 dollars 11,050 10,502 7,144 8,091 
1943=100 p 105 106 |r 99 103 
million dollars 7,139 8,246 6,948 7,551 
844.4 805.8 768 .2 751.6 
400.2 399.8 377.8 367.6 
1935-39 = 100 n.d. 192.0 |r 189.6 187.7 

1935-39 = 100 182 Pr 223 r Ot r 199 
1935-39 = 100 n.d. 170.5 165.2 171.2 
1929-31 = 100 n.a. 265.7 246.7 240.8 
1935-39 = 100 n.d. 170.8 177.0 180.3 
thous. of lines 4,039 4,109 3,916 3,572 
1926 =100 p 105.7 |p 105.3 105.2 104.9 
1926 =100 116.8 115.7 115.6 115.1 
1926 = 100 95.0 95.0 95.0 94.9 
1926=100 |/p 101.8 | p 101.6 101.5 101.3 
1926=100 129.0 127.2 127.0 126.2 
1926 = 100 105.8 104.6 104.7 104.7 
1929=100 96.3 96.5 96.5 96.5 
1929=100 127.8 126.4 124.6 124.4 
1926 =100 p 101.1 100.6 100.7 101.2 
1935-39 = 100 114.4 111.8 113.0 108.4 
1935-39 = 100 116.5 114.0 115.2 110.4 
1935-39 = 100 129.3 123.6 125.3 120.7 
1935-39 = 100 98.0 96.1 96.8 93.8 
thousands $4,205 38,488 41,887 50,813 

per cent 2.90 2.91 2.93 2.97 

million dollars |} 37,838 41,715 |r 34,730 |r 40,292 
000 dollars 111,075 62,044 26,925 42,741 
000 dollars 554,843 295,766 161,332 272,280 
million dollars 5,989 6,157 6,320 6,399 
million dollars na. |p 18,725 |r 12,743 18,357 
million dollars || p 26,193 | r 25,899 25,751 25,290 


7Grocery and combination chain store sales 


dPercentage change, first 8 months, 1944, to first 3 
‘abru: change, first 2 months, 1944, to first 2 months, 1945 p: 


ary,1945 Percentage 


months, 1945 
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*Consumption, cigarette consumption measured by tax-paid withdrawals 


Percentage Change 


March, April, Ist 4 Months, 
1945 to 1944 to 1944 to 
April, April, 1st 4 Months, 
1945 1945 1945 
-1.7 -8.3 3.2 
-2.0 3.5 3.5 
-2.3 -6.6 -6.0 
5.2 -3.8 4.4 
-8.5 8.7 =7,.2 
-1.3 -20.8 22.7 
=—3.% ~7.3 -6.5 
—4.9 -15.2 -16.7 
+20.66 -0.38¢ -2.%d 
+9.5b -13.1le -12.0d 
+0.7 2.5 -23.0 
-1.9 4.7 -§.1 
—4.0 -11.0 -7.9 
-1.1 +1.2 +0.1 
-10.3 -0.8 -1.5 
-8.89 +6 .3h +12.27% 
5.5 +16.0 +12.0 
-1.9 -0.6 +0.2 
-0.6 2.2 -8.5 
-6.4 +7.1 +6.4 
2.3 +0.6 +0.4 
0 +1.0 +0.8 
-8.9 +8.4 +5.8 
-8.5 -9.0 4.9 
-1.4 0. +0.5 
17.2 -12.4 -7.8 
+1.3 +2.0 -11.6 
+0.3 +8.1 +8.1 
0.7 +0.8 +0.1 
+20.3 +120.8 +55.3 
-7.5 -18.1 -23.9 
+5.2 +59.9 +25.8 
-0.9 -5.4 -8.0 
-13.4 -2.8 +0.5 
+4.8 +3.3 -0.3 
+0.1 +4.9 +3.8 
+1.36 +9.3¢ +10.0d 
-18.4 +5.2 +15.1 
+3 .2b +5 .2c +5.5d 
+7.76 +18. 4c +25.1d 
-3.5b +0.6c +3.0d 
-1.7 +8.9 +14.2 
+0.4 +1.7 +1.6 
+1.0 +3.2 +2.6 
0 +1.5 +1.6 
+0.2 +1.0 +1.1 
+1.4 +4.7 +3.7 
+1.1 +0.9 +0.2 
—0.2 +0.4 +0.6 
+1.1 +4.9 +3.8 
+0.5 +1.8 +1.7 
+2.3 +20.3 +17.6 
+2.2 +20.7 +17.9 
+4.6 +382.9 +80.2 
+2.0 +12.3 +10.1 
-l1.1 +85.5 +65.7 
-0.3 -5.8 -5.4 
-9.$ +8.3 +3.9 
+79.0 +51.2 +10.7 
+87.6 +415.5 +198.7 
2.7 2.7 -1.7 
+7.7b +5.7c +5.6d 
+1.1 +21.5 +22.7 
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American Industry Reconverts 


LOWNESS IN CUTBACKS marked 

the first month of Period I* This has 
been particularly evident in steel-mill 
products—and since steel is the most uni- 
versal raw material, reconversion may thus 
be delayed. 

Near the end of May, brass-mill products 
were made available for immediate ship- 
Chart 1: Federal Expenditures for 
Defense and War 


Source: Treasury Department 
Millions of Dollars 


1941 1942 1943 1944 1945 


ment. Previously, Controlled Materials 
Plan products were not to be made avail- 
able for general civilian use until July 1. 
This action is particularly important in 
reconversion of the building and electrical- 
appliance industries, as well as a vast num- 
ber of other industries where brass fittings, 
piping, and other brass products are used. 

Limitations on 156 products” have been 
removed or modified by the War Produc- 
tion Board, but until cutbacks are effec- 
tive in a substantial way at the rolling- 
mill and foundry level, manufacturers will 
be handicapped in raw materials for civil- 
ian products. Many munitions cutbacks 
have applied to long-term deliveries, leav- 
ing present production schedules undis- 
turbed Moreover, Chairman Krug has 
indicated that third-quarter cutbacks will 
be small. 


SIZE OF TASK 


Reduction of munitions output, when 
military conditions permit, is only the 
first phase of the stupendous reconversion 
task. Along with it goes rearrangement 
and reequipping of factories making auto- 


1Period I: from V-E day to V-J day. 4 
?This number revoked by May 27, with 83 additional 
be revoked in following six weeks according to WPB. 
of War Patterson reported just prior to latest 
announcement on plane nt, that cut amount 
to 25% of schedules as announced in March. Except on 
ships and guns, schedules arranged in April called for rising 
production trends. 


mobiles, household appliances, railroad 
cars, typewriters and many other things. 
It has generally been considered that re- 
conversion would be a minor task in steel 
mills and other rolling mills and foundries, 
yet it is now reported that the steel indus- 
try will spend $200 million on the job, 
much of it merely to change continuous 
mills from plates back to sheets. 

While the physical problems of reconver- 
sion are difficult, even more difficult, and 
vital, are those of reestablishing the flow 
of goods through markets and reorganiz- 
ing of personnel. Measured in numbers 
of men and dollars, the task is beyond any 
similar undertaking we have ever faced. In 
percentages, however, the task seems less 
gigantic. Net demobilization of the Army 
within a year of V-E day is planned at 
1,300,000 men—about 3% of 1939 employ- 
ment.’ The Armed Forces number about 
12 million persons, far greater than at any 
previous time in our history. Many in 
civilian employment will also have to be 
redistributed” But military enrolments 
are less than 10%of 1940 population, while 
total enlistments in both armies during the 
Civil War were, it is estimated, about 12% 
of the 1860 population. 


Chart 2: Steel Plate and Sheet Output 
Source: American Iron and Steel Institute 
Millions of Tons 
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Combat deaths to May 1 were less than 
0.2% of the population, compared with 
over 0.3% in the Civil War for the Federal 
Army alone. The loss of national man- 
power through disease and accidents in the 
Civil War was more than twice as great 
as the number killed in action, in contrast 
with the remarkable accomplishment of 

1See ‘Economic Almanac for 1944-45,” p. 48 


p. 48. 
20f 51.2 million now employed, only 6.6 million will have 
to seek new jobs, says Chairman Krug of RB. 


a high state of health in the present con- 
flict. 

Federal debt* is nearly ninety times as 
great as in 1866, but our national wealth 
just prior to the war had increased less 
than twenty times over that of 18602 A 
more significant comparison probably is in 
the capacity to produce goods, as exempli- 


Production of Brass-mill 
Products 


Source: War Production Board 
Millions of Pounds, Metal Weight 


orm | pas 
anh 


AN 
Uy 


Chart 3: 


3 Ys 


W/V 


300 


Y/jj//)/-/™ 


200 


100 


= 


fied in finished steel-mill product output 
last year which was more than seventy 
times as heavy as rolled-iron output in 
1864. Bituminous-coal output has multi- 
plied ninety times since 1860, and many 
other industries are wholly new since then. 


PURCHASING POWER 


Record-breaking savings and income 
payments,’ together with vast deficiencies 
of consumer goods, are the foundation for 
strong civilian goods demand in the pe- 
riod just ahead. Consumer spending in 
the first quarter of 1945 was 9% higher 
than a year earlier.‘ Owing to this demand 
and the continued heavy requirements 
for the war against Japan, relaxation of 
government controls is at present limited; 
most action has come from WPB, with 
little or none from the OPA, WMC and 
other agencies. Significant in this connec- 
tion is Mr. Krug’s statement advocating 
freedom from most government controls 
in the transition from war to peace. Free- 


1See Table 1, showing debt, war costs, revenues, etc. 

2A Conference Board report on wealth in 1938, “Economic 
Almanac for 1944-45,” p. 65. 

%See report, “The Pattern of Inflation,” brochure pre- 

red for the Twenty-ninth Annual Meeting of Tue 

ONFERENCE Boarp, May 17, 1945. 

‘Ninety per cent of this gain was in food and clothing, 
reports the Department of Commerce. 
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dom to manufacture many things has been Table 1: Federal Financial Statistics 
granted, but purchases of raw materials Source: Treasury Department 
for these products must be confined to Millions of Dollars 
what producers care to offer after priority 
; First 10 Months of 

and CMP orders have been filled. 3955 1984 Fiscal Year 

Prices on goods made will generally be a 

. 5 ‘ q 5 April March Feb J April 1945 1944 
those which prevailed iu 1942, with medi =o =a acai | eae | ce 
. one ixpenditures....... fi > 5 ’ ’ » 

ee ee ence of OBAy Seer REC war eae 68 |  -128 4 68 138 327 | 2,342 

ese changes are not usually easy tO War costs........... 7,139 | 8,246] 6,948] 7,551] 7,346 | 74,036 | 71,592 
obtain nor always satisfactory, as indicated Other expenditures. . 798 A 673 278 443 re Pe Pryce 
by the steel price in £1% to 2%,  Revenues........... 2,747 658 3,610 3,421 SH 4 . 
Uy tie eer aeemunenee Oe Ae epee ee 5.121 | 2,134| 3,620] 4,641 | 4,855] 44,117 | 44,216 

: pial : Working balance. ..... 10,603 | 14,514] 16,651] 18,843 | 11,517 e oe 

on prices, there is much discussion about Debt (total).......... 236,224 | 235,094 | 234,851 | 233,938 | 187,241 
increases in hourly wage rates to offset War sevings bonds ’ ii Tet ae 
th 1 vertime. Salesy scorers 838 889 848 ,074 739 . A 

© cmpented loss in_overtine.. | WhetBer 0 ce 381 438 317 333 231 | 3368| 1,779 


these relationships will affect production 
in the reconversion period remains to be 
determined. 


TIME AND TOOLS 


Another vital factor in reconversion is 
the time required to restore production 
lines for output of civilian goods. The 
longest period among major industries 
is eight to fifteen months in the automotive 
industry. 

Mechanical refrigerator plants are ex- 
pected to take six to twelve months, while 
most other consumer durable goods plants 
will need two months or more. Plumbing 
and heating plants in many instances will 
need no time at all to tur to civilian 
goods, while other plants will take one to 
five months. On cash registers, office equip- 
ment and other light service appliances the 
time generally will be one to three months, 
while on various types of industrial equip- 
ment the time runs from short periods to 
nine months. 

An important item in reconversion of 
many plants is the purchase of new ma- 
chine tools." Some of these tools have 
been on order for a long time but could 
not be delivered because of the inability 
of tool builders to turn out more than 
priority orders. New rulings, together with 
a decline in new tool business in April, 
provide a brighter prospect for companies 
requiring additional machine tools. The 
entire backlog of $287.9 million in this 
industry could be met in seven months at 
the April rate of shipments. (See “Selected 
Business Indicators.”) Special rulings also 
provide for reconversion requirements in 
other types of equipment and include a 
minimum amount of construction. 

Surplus equipment and materials are 
coming on the market rapidly. Although 
the specialized characteristics of these 
goods limit their utilization, they are facili- 
tating reconversion, and their use is gen- 

1WPB estimates the automobile industry needs 850 
million to $150 million of machine tools and other equip- 


ment for reconversion. Needs of other industries are far 
smaller. 


erally freer of restriction than new ma- 
chines and materials. 


METALS 


Production of steel has been lagging a 
little behind the corresponding period of 
last year, mainly owing to shortage of 
manpower. Despite stepped-up munitions 
requirements in the winter, occasional 
shortage of coal and the need for repairs 
have also kept operations from achieving 
full capacity. The consequent tightness of 
steel supplies is a factor throughout the 


Chart 4: Production of Aircraft and 
Primary Aluminum 
Sources: War Production Board; Bureau of Mines 
Index Numbers, 1943 =100 
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current business situation. Yet to a cer- 
tain degree, reconversion was affecting 
these supplies even prior to V-E day. Sheet 
production has been increasing while plate 
production has been decreasing, as com- 
pared with a year ago. (See Chart 2.) 
While sheets have largely gone into mu- 
nitions, plates have been falling off because 
of reduction in the ship schedule from an 
index of 114 (1943 average=100) in 
March, 1944, to 78 in February, 1945, and 
70 in June, 1945 (as planned prior to V-E 
day). As reconversion progresses, civilian 
demand is not expected to take up all the 
slack in steel from munitions cutbacks and 
terminations. 


Cutbacks in steel are expected to in- 
crease through the summer, thus opening 
mill schedules to civilian orders. Alloy 
steel is not so tight as ordinary carbon 
grades, and recent airplane cutbacks are 
expected to open the alloy situation still 
further. 

In most of the nonferrous metals, sup- 
plies in ingot and pig form are plentiful, 
and the bottleneck is mainly at the roll- 
ing mill stage, chiefly because of shortage 
of manpower. Lead and tin are the most 
important exceptions, practically all uses 
still being strictly limited. Cutbacks, fol- 
lowed by layoffs, became important in 
brass mills late in May. Output attained 
a high record in March (see Chart 3), 
but the April report on copper consump- 
tion indicates that mill operations have 
been tapering. (See Table 2.) 

Production of light metals has been sub- 
stantially curtailed since early in 1944. 
Shipments of aluminum products, includ- 
ing castings, sheets and other shapes, in 
the first two months of 1945 were only 
6% less than a year earlier. April and 
May cutbacks in airplane production were 
highly important in the light metals. How- 
ever, the plane program for the second 
half of the year has been somewhat higher 
than actual monthly output since the 
middle of 1944, and the recently an- 
nounced curtailment of 30% apparently 
applies to the program rather than to ac- 
tual output. 


AUTOMOBILES 


Output of automobiles (see Chart 5) 
is expected to be light for many months 
to come in comparison with prewar pro- 
duction. Aside from its retooling, this in- 
dustry needs large quantities of a vast 
variety of raw materials—textiles, rubber 
and plastics, as well as practically every 
commercial metal. At the rate of use in 
1942 models, 200,000 cars in the final 
quarter of this year would require about 
340,000 tons of steel, or an annual rate of 
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Table 2: Indicators of Metal Activity Table 3: Rise in Power Consumption of Major Markets 
Bouress tx aT oaies gab Ait see Board Source: Edison Electric Institute 
pa Poke Billions of Kilowatt Hours 
Four Months a oe 3 
Metal April | March Street and} Other Residential} Electrified} | Small Large 
1945 1945 Interurban} Public Rural or Steam | Light and | Light and 
1945 1944 Highway | Railways | Authorities Domestic | Railroads ower ower 
Copper consump- 4.4 2.4 ey Dry a3 18.1 51.4 
0 BAe anOoee 147.2) 171.6} 638.1) 567.5 4.0 2.5 1.6 19.4 1.4 19.1 43.1 
Zinc shipments...| 74.4] 94.5] 344.2] 285.9 3.9 2.5 1.9 Q1.1 1.8 20.7 Siok 
Lead shipments..| 44.2} 47.2] 176.5] 196.8 4.0 Jat g 2.0 23.3 1.9 22.4 59.6 
4.0 3.1 2.4 Q5o1 2.1 24.6 76.1 
Three Months 4.3 4.2 2.9 | 26.9 2.4 | 27.2 | 88.4 
March | Fob 4.6 9.1 3.0 | 28.6 2.6 | 28.2 | 106.7 
1945 | 1944 4.6 8.5 3.4 31.3 2.7 29.8 115.2 
i 1 . . . . 
rena me pie oi ee Pee small motors, however, manufacture of confined by WPB limitations to freight 
Pa = household appliances may be slow. rolling stock. 
outp! ut. . . . . . . . 
pissebied ther nim, preliniinary, Motor production is in high gear, with The roads have enjoyed high passenger 


nearly 1.4 million tons. Actual use in 
1939 was 5.9 million tons. This does not 
include iron castings, which run about one- 
fifth as heavy per car as steel. Other 
leading items—rubber, paint, glass, cot- 
ton, paper, copper, lead, asphalt and zinc 


Chart 5: Quarterly Prewar Passenger 
Automobile Output and Projected 
Reconversion Output 
Sources: Department of Commerce; War Production Board 
Thousands of Cars 
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—rank in weight well below iron. Twenty- 
one other commodities also went into a 
typical 1942 car. 


POWER AND APPLIANCES 


Major expansion in electric power con- 
sumption in the last nine years reflects the 
increased tempo of industrial and trans- 
port activity and increased household 
consumption. Since 1939, power consump- 
tion has nearly doubled. 

Industrial use is highly sensitive to gen- 
eral fluctuations in manufacturing and 
trade and is expected to fall off as war 
production declines. Household consump- 
tion steadily increased during the last 
decade as use of appliances rose and the 
number of wired homes grew. Pent-up 
demand for household electric appliances 
may appreciably increase residential pow- 
er consumption. Until cutbacks affect 


backlogs for fractional horsepower motors 
reported to amount to as much as one 
year’s production. New orders and un- 
filled orders for both motors and generators 
increased rapidly in the first quarter of 
the year. Reconversion problems are 
of a management character, and in- 
clude renegotiation, financing of civilian 
production and marketing. Production 
technology has made notable advances, 
particularly in production methods and 
in the design of special-duty, fractional 
horsepower motors. 


Chart 6: Percentage Changes in Size 
of Power Markets 
Source: Edison Electric Institute 
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RAILROADS - 

War contracts have given new life to 
many of the smaller shops, which may 
heighten competition in the industry. 


RAILROADS 


An extensive modernization program 
was begun by the railroad industry well 
before V-E day. It was designed to pre- 
pare the roads both for wartime peak 
traffic and for transition to peacetime com- 
petition with trucks and airplanes. Mod- 
ernization has in large measure been com- 
pleted, as far as fixed plant is concerned,* 
but replacement of equipment has been 


nee + on fixed plant have been mainly for main 
tracks and signals. 


returns during the war. They hope to 
hold a share of that traffic by providing 
up-to-date equipment embodying the ut- 
most in rail speed and comfort. Recent 
estimates of future equipment purchases 
and needs indicate optimism by many 
elements in the railroad and related in- 
dustries. 


Chart 7: Weekly Carloadings of 
Revenue Freight 
Source: Association of American Railroads 
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Meanwhile, existing equipment is being 
rapidly worn down by war requirements. 
Troop and freight movements are exten- 
sive, with little prospect of lightening this 
year. 

The burden on the Western roads is ex- 
pected to increase in response to war re- 
quirements. Northeastern roads expect 4 
decline in traffic, and changes in total vol- 
ume in this area will be accompanied by 
relative shifts in volumes transported. 
Revocations and amendments to WPB 
orders and over-all policy indicate early 
stocking of raw materials and semimanu- 
factures by industries for limited resump- 
tion of civilian goods manufacturing. Sig- 
nificant changes in the relative freight 
volume of finished and other products car- 
ried will probably be delayed for several 
months. 

Estimates made by the Interstate Com- 
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Table 4: Freight Cars Ordered in 


High and Low Years 
Source: Railway Car Institute 


Category 


Domestic 
Contract shops 979| 97,238 
Company 
shops....... 741} 12,903 
Total domestic . 
Foreign... -.s 2,610 


Table 5: Balance Sheet Items, Class I 


Railways 
Source: Interstate Commerce Commission 
Billions of Dollars 
Date Current | Current Ratio Cash and 
eee an Oasis 2 set 
12/31/40 1.4 27 2.0 aii 
12/31/41 1.9 Tt 7 .9 
12/31/42 3.1 1.8 1.7 a § 
12/31/43 4.5 2.9 1.6 2.8 
12/31/44 4.5 2.8 1.6 2.8 
1/31/45 4.7 3.0 1.6 2.9 
2/28/45 4.8 Se 1.5 3.0 


merce Commission of future product move- 
ment by rail may be subject to some ad- 
justment since they were made before 
V-E day. Carload freight shipments of 
grain and grain products are expected to 
be several per cent higher than a year ago, 
Relief and lend-lease food requirements 
are high and no downward revision in the 
estimate may be expected. 

Miscellaneous carloading estimates, in- 
cluding manufactured products, are above 
1944. From April, 1945, when actual mis- 
cellaneous carloadings were 6.5% above 
April, 1944, the estimated percentages for 
each month decline in a straight line, level- 
ing off somewhat in September and Oc- 
tober, 1945. On the other hand, basic 
commodities fluctuate erratically in the 
same period. These estimates were exten- 
sively revised from earlier figures. Assum- 
ing no sudden termination of the war, it 
is likely that total carloadings will hold 
at high levels, while individual commodity 
carloadings will generally be of uncertain 
volume. 


Maintenance and Equipment 


Railroads are purchasing large numbers 
of freight cars. Orders for box cars alone 
total 20,000 this year, with more orders 
likely to be placed during the last quarter. 
(See Table 4.) Pressure for more cars 
springs from a tight box-car situation and 
more remotely from high obsolescence in 
existing freight rolling stock. The sharp 
decline in foreign orders for freight cars 
during the first four months of this year 
may, if continued, permit domestic needs 
to be met. 

Rehabilitation of fixed plant is required 


Table 6: Revenues and Expenses, 


Class I Railways 


Source: Interstate Commerce Commission 


Millions of Dollars 


Total Compensa- 


Weert Compen- Operating |tion as % of rating 
sation venue rating tio 
venue 

1926. 2,946 6,383 46 13.2 
1927. 2,910 6,136 47 74.5 
1928. 2,827 6,112 46 72.5 
1929. 2,897 6,280 46 71.8 
1930....| 2,551 5,281 48 TA.4 
1931. 2,095 4,188 50 77.0 
1932. 1,513 8,127 48 76.9 
1933. 1,404 3,095 45 12.7 
1934. 1,519 3,272 46 74.6 
1935. 1,644 3,452 48 75.1 
1986....| 1,849 4,053 46 12.3 
1937. 1,985 4,166 48 74.9 
1938. 1,746 3,565 49 76.4 
1939. 1,863 3,995 47 73.1 
1940. 1,964 4,297 46 71.9 
1941. 2,332 5,347 44 68.5 
1942. 2,932 7,466 39 61.6 
1943. 8,521 9,055 39 62.5 
1944. 3,853 9,437 41 66.6 


beyond that carried on during the war. 
Steel-mill capacity will now be sufficient to 
meet war requirements and essential civil- 
ian requirements of such industries as the 
railroads. Supplies of rail and alloy steel 
are promising. Third-quarter transporta- 
tion allocations of carbon steel are 1.3 
million tons, equal to 87% of the tonnage 
requested by the Office of Defense Trans- 
portation. 


Financial Factors 


Large reserves of cash and readily con- 
vertible assets are available for reconver- 
sion and postwar requirements. The Feb- 
ruary, 1945, figure of $3 billion is little 
changed from those for the years 1944 and 
1943 and well above the $700 million for 
1940. The asset-liability* ratio is 1.5 com- 
pared with 2.0 for 1940. (See Table 5.) 

Continuance of a strong financial posi- 
tion has been assured by steady reduction 
of fixed charges. A more favorable divi- 
dend picture is in line with increasing 
interest in railroad stocks. This is a vital 
factor in railroad credit in relation to 
funds for future improvements. A sound 
dividend situation would help redress the 
unfavorable balance between investment 
in public and private means of transporta- 
tion. Investment in public highways, air- 
ports and waterways is expected to be at 
least double that for private means, in 
line with the government’s liberal policy 
toward aviation, motor transport and wa- 
ter transportation.* This estimate is based 
upon prospects as they appeared early this 
year, but changed investment conditions 


1Current liabilities have increased in the past few years, 
use of income taxes, 
*According to discussions at a recent Round Table of 
Tue Conrerence Boarp. 


Table 7: Freight and Passenger Traffic, 
Class I Railways 
Source: Interstate Commerce Commission 
In Millions 


Freight 
Revenue 


6,998.6] 1,790.3 


among the railroads may subsequently 
alter this ratio. 

Reconversion for the railroads, under the 
present outlook, means slightly reduced 
revenues in the immediate future. This 
may result from a curtailed flow of military 
goods and delays in the resumption of 
civilian production. Recovery in trucking 
as the chief competitor may also be a 
factor. 


CHEMICALS 


No abatement is evident in demand for 
many key chemicals since V-E day. Civil- 
ian requirements appear almost certain to 
absorb any slack brought about by de- 
clines in government purchases. More- 
over, stringencies persist for certain chemi- 
cals, and expansion of plant facilities still 
is necessary for sufficient output of many 
chemicals. Maintenance of wartime pro- 
duction during the reconversion period 
will be comparatively easy, owing to the 
interchangeability of plant operations, 

In addition to civilian demands, there 
are great chemical needs in liberated 
countries, but actual export demand is 
not yet known. 

How government-owned plants will be 
disposed of after the war is causing con- 
cern. Some of these plants may be needed 
for civilian use, since a serious obstacle to 
the maintenance of peak production is the 
ultimate necessity of replacing worn-out 
equipment. 

Peak levels in the production of alkalis 
will probably be maintained for the next 
five years, according to the president of 
an important company. A slack of 15% to 
20% in military cutbacks would be taken 
up by civilian demands. Producers’ and 
consumers’ stocks are low and future 
output is threatened by deterioration of 
plant equipment. 

Cutbacks in military demands for am- 
monium nitrate and sulphuric acid will 
result largely in greater consumption of 
these compounds in the fertilizer industry. 
Movements are afoot among farm groups 
sponsoring the expansion of fertilizer 
plant facilities to be operated at least tem- 
porarily by the government. Bills to that 
effect have been introduced in Congress. 
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Table 8: Industrial Consumption of 
Chemicals 
Source: Chemical and Metallurgical Engineering 


Index Numbers, 1935 =100 


1945 


January | February} March p 


Fertilizers........... 


43.08 | 40.72 | 40.98 
Pulp and paper...... 19.29 | 17.72 | 19.48 
Petroleum refining....| 18.63 | 17.43 | 19.19 
COREICC. hs aia ate Fae 19.80 | 18.10 | 19.70 
Paint and varnish....| 17.44 | 16.72 | 19.38 
Tron and steel........} 18.07 | 11.85 | 13.62 
LEE te yee 18.45 | 16.30 | 18.87 
RREXEMES 2s ects. sss: 11.18 | 10.85 | 11.18 
Coal products........ 10.05 | 9.32 | 10.50 
BGS ee eee 4.45 | 4.35] 4.60 
Industrial explosives..| 4.98 | 5.04] 5.09 
Mapper. 64458 2 ;.. 3.00 | 3.00 | 38.00 
lest oa el. ae 4.95 4.80 5.00 
CC hele ean ee 188.37 |175.70 |190.59 
pPreliminary. 


Strong opposition, however, has been reg- 
istered by members of the fertilizer indus- 
try. They assert that existing private 
plants will produce adequate supplies after 
the war. Farm groups base their demands 
on the tenet that postwar consumption of 
fertilizers will increase to about three 
times the prewar amount. 

Supplies of nitrogen are inexhaustible 
and those of phosphates are good for 
thousands of years more, only those of 
potash being limited. Vast supplies of 
this mineral, however, presumably could 
be obtained as war tribute from Germany. 


Industrial Alcohol 


No reduction in the output of indus- 
trial alcohol is now expected. Despite 
small cuts resulting from plant economies, 
the 1945 alcohol requirements for the 
synthetic-rubber program are considerably 
higher than in 1944. Recently, however, 
cutbacks in military requirements have 
occurred as the result of manpower short- 
ages in the tire industry. This has led to 
the freeing of alcohol for beverage purposes 
in July. Demands from other outlets, 
such as direct and indirect military uses, 
will probably continue strong until after 
the defeat of Japan. Civilian needs for 
the production of protective coatings and 
other items which are now tight will 
doubtless absorb any alcohol made avail- 
able through cutbacks. The only threats 
to peak production are possible stringen- 
cies in raw materials. Shortages in black- 
strap molasses, which occurred on several 
occasions since the outbreak of war, have 
again compelled a shift to grain. Although 
supplies of grain are now plentiful, Euro- 
pean food requirements may bring about a 
dearth. 

Output of carbon black, another raw 
material used for the production of rubber 
goods, has hitherto proved inadequate. 


New plants, which either have opened or 
are just about to open, will greatly increase 
output. 

Output of petroleum chemicals will be 
but little affected by reconversion, accord- 
ing to a spokesman for the industry. 
Supplies of chromium chemicals are rela- 
tively scarce, especially sodium bichrom- 
ate, and new projects for increasing pro- 
duction facilities have been approved. 
These chemicals are used in pigments for 
aircraft and ships, as well as for leather 
tanning, plating and anodizing processes. 
Increases rather than declines in output 
are indicated in the near future. 

Shortages of antimony have become 
acute, largely owing to extensive demands 
for the oxide in flame-retarding paints and 
similar products. Users have been re- 
quested to substitute antimony ore for the 
metal or oxide whenever possible. Amend- 


Chart 8: Paints, Chemicals and 
Industrial Production 
Source: Federal Reserve 
Index Numbers, 1935-1939=100; Seasonally Adjusted 
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ments to Conservation Order M-112 fur- 
ther restricting the uses of antimony were 
made by the WPB in February, March, 
and May. No reduction in output is an- 
ticipated for an indefinite period. 


Vegetable Oils 


Growing stringencies. in vegetable and 
animal oil supplies are being felt and cut- 
backs are unlikely for an indefinite period. 
Domestic production has been increased 
about one sixth since the outbreak of war, 
but shortages in imports are keenly felt 
and will probably remain critical until 
next year. Uses of drying oils in civilian 
goods may be reduced 30% to 40%. Fur- 
thermore, reductions of 55% in the flax- 
seed harvest and 29% in hogs raised in 
1944 present a gloomy outlook for this 
year. Stocks of linseed oil’ are becoming 
dangerously low, and efforts have been 
redoubled for bolstering supplies with 
imports of flaxseed, largely from South 
America. New syndicates for the making 

1Linseed oil is produced from flaxseed. 


of copra in the Philippines have been 
formed. Substantial production of copra 
and coconut oil in the near future, how- 
ever, is improbable. 

Supplies of turpentine and gum rosin 
are also becoming very scarce and may be 
insufficient for fall and winter needs at the 
present rate of consumption. Nor is there 
any apparent possibility of stepping up 
production. Wood rosin is also expected 
to remain tight throughout this year. 

Insecticides have reached a low supply 
level and output will probably be main- 
tained or increased in proportion to the 
availability of raw materials. 


TIRES 


Reconversion of the rubber industry to 
the manufacture of civilian tires is not 
expected in the near future, according 
to trade spokesmen, despite the WPB pre- 
diction of an early broadening of civilian 
tire output as a result of the end of war 
in Europe. No heavy cutbacks in Army 
needs for heavy-duty tires are expected 
in the near future, and shortages of car- 
bon black and rayon cord and the extreme- 
ly short supply of natural rubber may 
continue to hold down production on the 
current schedule. 

Truck tires are required for rehabilita- 
tion in Europe, for the redeployment and 
evacuation of troops in Europe, for the 
Far Eastern supply line to support ex- 
panding land operations, and for a possible 
large-scale land war in China. Transport 
is far more dependent on trucks in the 
Far East than in Europe, as railroad 
mileage is meager. Military rubber-pro- 
duction schedules have been set on an in- 
creasing scale through 1945 and 1946, V-E 
day notwithstanding. Estimates made at 
the beginning of this year placed pass- 
enger-car tire production at 21.8 million 
units in 1945, as compared with slightly 
more than 18 million in 1944 and an aver- 
age of 50 million in the three years before 
Pearl Harbor. 


TEXTILES, SHOES 


The textile industry expects no immedi- 
ate cutbacks in military needs sufficient 
to relieve the present shortages of civilian 
goods.’ Qver-all reductions will begin 
during the third quarter, according to a 
WPB official, but production will have to 
be increased before the civilian market 
feels the effect of the reductions. A few 
specific fabrics have already been removed 
from military requirements but the mill 
capacity released has been assigned to the 
production of other war orders. For ex- 
ample, sleeping-bag blanketing was re- 
placed by cut blankets. A reduction in 

1The Business Record, May, 1945, p. 172. 
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tentage-fabric requirements has been in- 
dicated, permitting the reconversion of 
denim looms from twills and drills to 
denims and chambrays. However, this 
does not yet mean an over-all reduction, 
but a shift in demand by the Army for 
more normal constructions of cotton fab- 
rics. The Navy plans to reduce significant- 
ly its purchases of denims and chambrays 
during the third quarter of this year. 

Rayon fabrics will be in even greater 
demand for the Pacific war, according to 
millmen. Parachute material for all types 
except escape chutes will be particularly 
needed. Replacements will be heavy be- 
cause of the loss caused by atmospheric 
conditions and mildew, and also because 
salvage will be extremely difficult in 
jungle warfare. 

Wool allotments for civilian apparel in 
the third quarter of this year are about 
one-fourth as large as normal consumption 
for the period, and a severe shortage is 
indicated for at least the rest of 1945. 

Shoes, as well as clothing, will continue 
in short supply during the Pacific war. 
In addition to the stringent supply of 
leather and other materials and manpower, 
military needs will be kept high by re- 
placement demand in the Pacific area 
where shoes rot quickly. 

The production of ration-type shoes 
for civilians in 1945 will be about 237 
million pairs, as compared with 268 mil- 
lion pairs in 1944, This is 40% below 1941 
output. Retail inventories declined to 
about 150 million pairs on January 1, 1945, 
or considerably below the estimate of 183 
million pairs made by the Office of Civilian 
Requirements as an adequate working in- 
ventory. Unrationed shoe production is 
being encouraged by government agencies 
through the allocation of gabardines and 
other substitutes to shoe manufacturers. 


HARD GOODS 
Although WPB controls have been lifted 


from a large number of consumers’ durable 
goods, raw-material shortages may well 
delay the reconversion of these industries. 
For example, the stringent supply of car- 
bon steel may postpone large-scale manu- 
facture of refrigerators and other durable 
goods, such as stoves and metal furniture. 
Probably the first items to appear in stores 
will be metal toys, pots and pans and 
gadgets which can be made from surplus 
and scrap materials. 

Production of 265,000 refrigerators in 
each of the last two quarters of 1945 was 
authorized by the WPB. They are to be 
added to the remaining stock pile of about 
$5,000 refrigerators, which will be released 
only to military, hospital and other highly 


ees 3.6 million electrical refrigerators were sold in 


Table 9: Dwelling Units Produced in all Nonfarm Areas by Types of 
Dwellings 


In Thousands 


Area Type of Dwelling Type as % of Total Nonfarm Units 
Year ; p 
oa Urban Pie 1-Family | 2-Family an - | 1-Family | 2-Family ane 

1920.......| 247 196 51 202 24 21 | 81.8%] 9.7%] 8.5% 
21 fee 449 359 90 316 70 63 70.4 15.6 14.0 
QO RIT 574 142 437 146 133 61.0 20.4 18.6 
23 |e ST 698 | 178 513 175 183 58.9 20.1 21.0 
PA incline p 89S 716 177 534 173 186 59.8 19.4 20.8 
1925.......| 937 152 185 572 157 208 61.0 16.8 22.2 
Teenie 9 849 681 168 491 117 241 57.8 13.8 28.4 
7s te. (NST 643 167 454 99 257 56.0 12.2 31.7 
QS: A Me 753 594 159 436 78 239 57.9 10.4 31.7 
29.......| 509 400 109 316 51 142 62.1 10.0 27.9 
1930;230. ha eS0 236 94 227 29 4 68.8 8.8 22.4 
TR Selle az 174 80 187 22 45 73.6 8.7 17.7 
$20 | 184 64 70 118 7 9 88.1 5.2 6.7 
S3.0re 93 45 48 16 5 12 81.7 5.4 12.9 
Sack one ey 626 49 717 109 5 12 86.5 4.0 9.5 
1985.......] 221 117 104 184 8 29 83.3 3.6 13.1 
86.5. 0be ee BLO Ql 108 250 15 54 78.4 4.7 16.9 
SU. oat OSG 218 118 268 17 51 79.8 5.1 15.2 
SAMA AS 406 262 144 317 18 71 78.1 4.4 17.5 
cc 515 359 156 399 29 87 77.5 5.6 16.9 
1940) s.0.95:.(1 "608 397 206 486 37 80 80.6 6.1 13.3 
Ale alert ie 440 275 613 34 68 85.7 4.8 9.5 
TV ee eae yi 281 216 391 20 86 78.7 4.0 17.3 
43.......| $51 210 141 287 18 46 81.8 5.1 13.1 
44 1691 3 115 11 14 68.0 6.5 8.3 


_ Note: Data for 1920-29 from National Bureau of Economic Research; 1930-41 from Bureau of Labor Statistics. Begin- 
ning with 1930, estimates are not strictly comparable with earlier years. : 
1138,775 total privately owned, 30,225 publicly owned. Publicly owned not broken down by type of dwelling because 


of the inclusion of temporary war housing. 


Table 10: WPB Authorization on Construction and Cost Limitations 
as of May 29, 1945 


I. One-family house or farmhouse........... 
"Two-family house. 00. me eee eso 
‘Threefamily house s070040.\. coh were ae 
Four-family, houses )-.0/005 geiereaysisteienys. a 
Five-family house..................000- 


II. Barns and other farm construction, exclusive of farm houses. 


III. Irrigation or drainage system serving more than one farm... 
IV. Hotel, apartment building or other residence for six or more 
Families Fe ood coco celta: Se EEE ccs 


V. Store, restaurant, theater, bank, office, laundry, garage, ware- 
house or other retail or wholesale service establishment, 


including a frozen-food locker plant...... 


VI. Church, hospital, school, college, USO club, public play- 
ground, public building, orphanage or other charitable 
building, post exchange, canal, storm sewer, dam levee, 


jetty or retaining wall 


VII. Factory, logging or lumber camp, bridge, overpass or under- 
pass, tunnel, dock, pier, commercial airport, bus terminal, 
truck terminal, railroad or street railway building, research 


laboratory or pilot plant............... 
VIII. Any other kind of project................ 


Poser ieee $1,000 $200 
RE = PEE ¢ dealnily 2,000 200 
Matt aites © cusses 3,000 200 
Rite Py oe he 4,000 200 
Sata ater otis d at 5,000 200 
$1,000 {$1,000 limit included 
farm houses, for 
Mi st bicy than 
200 cou spent 
$1,000 Same 
ead steers e Shope $5,000a $1,000 
sete SA ee eee $5,000a| $200 generally 
mie ipiicas Mae aa $10,000 | $1,000 generally 
Rae kent $25,000 $200-$5,000 
Pie. tse Meee $1,000 $200 


aThe amount of repair and maintenance work which may be done without WPB authorization by hotels, a 
buildings, banks, offices and stores was set at $.20 maximum for each | a foot of gross floor area. In addition, the owner 


may use up all or part of his $5,000 exemption for repairs, but the 


cordingly. 


essential civilian needs. No refrigerators 
can be made available to the general pub- 
lic through normal retail channels until 
early in 1946, according to industry mem- 


jowance for new construction would be reduced ac- 


bers. Output is not expected to exceed the 
most urgent requirements before that 
time. 

Demand for household appliances has in- 
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Table 11: Manufacturers’ Orders, Shipments and Inventories 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


PR VRHLORICS se ctrcici1- ciel heel dates ss 6 oe 164 
PoarA ble WOOUS: atic gels ccs aisle as, = 08 188 
Automobiles and equipment.........] 231 
Iron and steel and products......... 111 
Nonferrous metals and products. .... 148 
Electrical machinery............... 317 
Other machinery. ...5. cos. ene. cee. 223 
Transportation equipment.......... 775 
Nondurable goods................... 143 
Chemicals and allied products....... 151 
Food and kindred products.......... 148 
Paper and allied products........... 134 
Petroleum refining................. 107 
Textile-mill products............... 122 
RORES SIRT M ons ciel iei a ichcye 26 uaiclanejeietur Bs 283 
RESERUILE OOS oa) ciese aeisfnte:o s\s716 06+ aon 6 384 
Automobiles and equipment......... 308 
Tron and steel and products......... 289 
Nonferrous metals and products. .... 289 
Electrical machinery............... 503 
Other machinery................... 410 
Transportation equipment.......... 2,163 
Nondurable goods..................- 213 
Chemicals and allied products....... 226 
Food and kindred products..........} 219 
Paper and allied products........... 182 
Coal and petroleum products. ....... 202 
Textile-mill products............... 190 
IN GWRGEULOR RY 1-1 cjuus « s7v.si divi ofnle 6 wins nro 29 oi 351 
Ch yve] hth o ah ollles cemetieetg Aeiestor a ara 562 
INSyi 11) Ge Se AR RC 215 


‘January, 1939 =100. 


creased sharply in the past year, and is 
substantially higher than peak demand 
in any prewar year, according to an OCR 
survey. Accumulated demand’ is as fol- 
lows: 


Mechanical refrigerators. . . .5,852,000 


Sewing machines.......... 3,451,000 
Vacuum cleaners.......... 4,501,000 
SPORES Sk tUSS «Mule Sos ssi, 5,085,000 
Wlectric. IONS. 7. os se ees. os 5,195,000 
Washing machines......... 5,835,000 


The manufacture of 350,000 washing 
machines a quarter in the second half of 
1945 has been proposed by the WPB, or 
70% as many as in 1941. Other laundry 
equipment, such as ironers and dryers, 
has also been released from restrictions, 
“limited only by the availability of ma- 
terials, facilities, and manpower.” None 
of this equipment is expected to be avail- 
able until the end of the year, because of 
the searcity of some of the necessary com- 
ponents. 

Radio manufacturers predict that home 
models will not reach the market until the 
first quarter of 1946, but production will 


1These figures show only demand from households, ex- 
cluding needs of apartments, new housing, etc. 


CNW HOR DH OOOO 


aLess than + 0.5 


Percentage Change 


February, errs 
February | January Mec Marche 
1945 1945 
7165.8 |r 166.9 : 0.7 -6.8 
7189.0 | r 189.6 207.2 -0.1 -8.8 
r 229.9 | r 228.1 244.7 +0.7 -5 4 
r 116.1 | 7117.9 126.8 -3.6 | -11.8 
7145.9 | 7145.0 155.6 +1.8 4.6 
7309.8 | 316.9 | 338.1 +2.6 -6.2 
7219.3 | 7217.8 | 227.2 +1.7 -1.8 
r 789.6 | 7793.6 | 1,012.6 -1.8| -23.4 
7145.6 | r 147.0 150.0 -1.5 —4.4 
7151.8 | 7152.1 161.4 0.0 -5.9 
7154.4 | 7164.4 173.8 —4.1 -14.8 
r 133.0 | 7131.8 136.1 +1.0 -1.3 
7108.5 | 7108.1 107.5 -0.9 0.0 
7123.5 |7 123.8 | 1938.6 -0.5 -0.5 
r 287 261 -1 +6 
r 394 r 354 =8 +2 
e 322 r 278 —4 +4 
r 272 242 +6 +18 
r 303 Q75 -5 +5 
r 532 r 434 -5 +4 
r 425 r 385 —4 +2 
72,319 | r2,190 7 -16 
r 24 r 196 a +10 
7 228 209 -1 +10 
7 224 212 -2 +7 
r 183 T1771 -1 +3 
r 194 184 +4 +13 
r 203 176 6 -6 
r 367 r 344 —4 +30 
r 596 r 529 4 +46 
r 220 7 225 -2 +9 


rRevised 


be ample by that time. Supply of parts 
is expected to improve before the end of 
this year. 

More than 520,000 electric irons were 
produced in the first quarter of 1945. 
Approximately the same rate is to be 
continued through the second quarter and 
for the rest of 1945, with the WPB au- 
thorizing the manufacture in cases where 
it will not take materials, facilities, or 
labor needed for more critical production. 
A very small percentage of the irons will 
go to the Armed Forces; the rest will be 
sold through the regular market for 
civilian purposes. 


BUILDING 


The need to provide housing for the 
home-renting and home-buying segments 
of the population, the increasing number 
of small families, and the rise in pur- 
chasing power are providing strong incen- 
tives for brisk building activity as soon 
as materials and manpower permit. Re- 
strictions under WPB Order L-41, which 
has practically stopped civilian building 
since April, 1942, have intensified the need 
for new residential building. Only war 


housing has been permitted, but with 
these needs declining, home construction 
fell to 169,000 dwelling units in 1944, or 
close to the 1933 depression level. (See 
Table 9.) 

A more liberal interpretation of “essen- 
tial civilian construction” is now foreseen. 
In the H-1-2-3 programs, for example, 
the National Housing Agency expects to 
have 250,000 homes started this year, 
providing the dry-lumber supply and the 
scarcity of plumbing and electrical equip- 
ment do not hinder progress. Complete 
elimination of L-41 is contingent upon a 
substantial improvement in the lumber 
situation,” but WPB has raised the an- 
nual allowances for home repairs on single- 
family dwellings to $1,000 from $200, and 
raised the industrial construction allow- 
ance with unrated and uncertified materi- 
als to $25,000 from $5,000. Other changes 
are shown in Table 10. 

Even though lumber production has 
fallen to new lows because of the scarcity 
of woods workers, heavy-duty trucks and 
truck tires, more lumber for civilians is in 
sight.” In the first place, it is reasonable to 
expect that workers who left the woods 
and logging camps to work in war plants 
and shipyards, will eventually return to 
their old pursuits. The impact of cutbacks 
in aircraft manufacture, aluminum pro- 
duction and shipbuilding on the West 
coast and in the South is becoming more 
apparent. With cutbacks reducing lumber 
needs of the boxing and crating industry, 
more lumber will be available for civilians. 
Evidently anticipating such an improve- 
ment in the lumber supply, WPB has lifted 
the third-quarter allotment of lumber for 
civilian construction about 13% above the 
current quarter. 


Plumbing Equipment Scarce 


Plumbing equipment stocks are low and 
are expected to remain so for some time. 
Despite the recent easing of manufactur- 
ing restrictions and material use limita- 
tions, three months will at least elapse be- 
fore plumbing output can be noticeably 
stepped up. This applies particularly to 
enameled iron goods such as lavatories, 
sinks and bathtubs. Until late May, 1945, 
manufacture of cast-iron plumbing equip- 
ment was retarded by restrictions on the 
use of brass under the CMP plan. But 
now, because of cutbacks, manufacturers 
may place unrated orders for immediate 
delivery. Manufacturers have also been 
reluctant to step up production of cast- 
iron plumbing specialties, because of nar- 
rowing profit margins accompanying a 
squeeze between rising operating costs 


Wee The Industry Record, March 30, 1945 
*Ibid., p. 7 
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Manufacturers’ Shipments 


Chart 9: 


Source: Department of Commerce 
Percentage of Total Shipments 


be 


e 1939 1940 194) 1942 1943 1944 


and price ceilings. WPB and OPA, how- 
ever, are considering raising maximum 
prices. Builders’ hardware and electrical 
fixtures are also in short supply because 
of limitations on brass use, but the recent 
lifting of restrictions on brass suggests an 
improvement in coming months. 

While war contracts are being cut back, 
the continued heavy demand for lead in 
small-size ammunition, plus the need for 
battery lead, suggests a continued shortage 
in the lead supply. The large-scale use of 
alkyd resins in protective coatings for mili- 
tary equipment subject to the high humid- 
ity of the jungles in the South Pacific 
limits the amounts of these resins avail- 
able for protective coatings on consumers’ 
durable goods such as automobiles, re- 
frigerators, and washing machines. The 
same stringencies apply to pigments and 
lacquers. 

Materials such as cement, glass, plaster, 
gypsum board, gypsum lath, and asbestos- 
cement siding are expected to be in ample 
supply. Most of the major companies in 
these fields have war contracts, but avail- 
able plant is believed ample to cope with 
the rising demands of building at least dur- 
ing the early stages of Period I. 


INVENTORIES REDUCED 


Reconversion begins with reduced in- 
ventories in the hands of manufacturers. 
During March they continued to reflect 
the steady liquidation which has taken 
place since the early part of 1944. Total 
inventories in that month dropped to 
164.6 (1989=100), or 0.7% below the pre- 
ceding month. 

Nondurable goods industries accounted 
for practically the entire liquidation, with 
the food industry showing the most 
marked decline from a year ago as well 
as from the previous month. Iron and 
steel and their products constitute the 


Chart 10: Manufacturers’ Shipments: 


Durable Goods Industries 
Source: Department of Commerce 
Billions of Dollars 
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only other industry showing marked 
changes in the inventory position, the 
index for March dropping more than 
3.5% from February. 

With the war in Europe ended, many 
manufacturing firms will be concerned 
with the size and character of the in- 
ventory holdings of materials destined for 
war use. Manufacturers allowed to con- 
vert to the production of peacetime goods 
will have to clear out nonusable war stocks 
and enter into an arrangement with the 
government to be reimbursed for the 
financial outlay. 

In view of revisions in war programs, 
even firms that continue on war produc- 
tion may have to consider their war in- 
ventory holdings. This problem is ex- 
pected to become much more acute after 
the end of the’ war with Japan. The post- 
war inventory problems of the nondurable 
goods manufacturers are slight, as many of 
the products for war use are identical 
with those consumed by civilians. A large 
part of the inventories held by the durable 
goods industries, on the other hand, con- 
sist of special-purpose goods. Many of 
these inventories, therefore, cannot be 
used in civilian goods. 

John D. Small, chief of staff of the 
WPB, points out that “materials will be 
released fairly rapidly from the declining 
war programs. However, if we allow ex- 
cess inventories to be accumulated, un- 
necessary shortages might develop and 
there could be firms that would be unable 
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to employ workers because of lack of ma- 
terials. The result would be avoidable 
unemployment.” 

The flow of goods from the factories was 
maintained at a high rate in March, as 
manufacturers shipped goods amounting 
to $14.2 billion, an all-time record for 
any one month. However, the index of 
total shipments decreased 1%, from 287 
to 283 (1989=100). Indexes of the iron 
and steel and petroleum and coal indus- 
tries show the only increases for the month, 
6% and 4%, respectively. At the same 
time, all the industries except transporta- 
tion equipment and textile-mill products 
rose from March, 1944. 

“With only a one-front war to prosecute, 
shipments of the durable goods manufac- 
turers can be expected to decline in the 
coming months,” says the Department of 
Commerce. “The second quarter of this 
year may see the turning point in these 
shipments and the downward trend will 
be accelerated in the second half of the 
year, as the recently announced cuts in 
war contracts take effect.” 

Charts 9, 10 and 11 reveal the distri- 
bution of manufacturers’ shipments by 
major durable and nondurable goods in- 
dustries from 1939, through 1944. The 
most striking changes are in shipments 
of the transportation equipment, auto- 
mobiles and equipment, and machinery 
industries. Food industry shipments are 
also of interest. The increased importance 
of the durable goods industries is apparent 
from the fact that their shipments con- 
stituted 41% of all manufacturers’ ship- 
ments in 1939, and 59% of total shipments 
in 1944, 


DeparTMENT or Inpustry Stupies 
Division of Business Statistics 


June, 1945 


BUSINESS RECORD 


199 


A Customer Service: Replacement Parts for 


S A RESULT of accelerated produc- 
tion, many design modifications and 
in some cases complete model changes 
have been made by manufacturers of ma- 
chinery and equipment. Among factors 
bringing about this development have 
been new sources of power and the use of 
new metals and alloys. These steps toward 
modernization foreshadow the coming 
postwar race against obsolescence, as more 
and more companies move to obtain the 
production economies necessary to meet 
competitors’ prices. 

In the meantime much outmoded equip- 
ment must be kept serviceable for an in- 
definite period since it is only the excep- 
tional company that does not rely to some 
extent upon its old machinery. Demand 
by companies for replacement parts thus 
presents an especial problem to supplying 
manufacturers, twenty-five of whom were 
queried by Tur Conrerence Boarp as 
follows: 


“What length of time do you obligate 
yourselves to carry parts in stock for 
servicing discontinued equipment and 
what, if any, changes in present prac- 
tices are contemplated?” 


From the replies of twenty-two manu- 
facturers it is obvious that the general 
policy is to carry service parts in stock 
as long as a reasonable demand continues 
for them, and to hold almost indefinitely 
patterns, jigs, tools and dies for making 
replacement parts to order. 


CUSTOM-BUILT MACHINERY 


Three companies report that all their 
manufacturing is on specially designed 
machinery, built according to customers’ 
specifications; thus, their businesses did 
not fall within the intended scope of the 
survey. Their responses can be summed 
up in the answer of one: 


“Practically all of the equipment we 
manufacture is specially designed to 
customers’ specifications and, therefore, 
we do not carry repair parts in stock. 
We do, however, have engineering draw- 
ings and blueprints available for all parts 
and it is our practice to make up re- 
placements when ordered by our cus- 
tomers, regardless of how long the 
equipment concerned has been in use 
or outstanding.” 


Another adds this further comment: 


“Instructions are received from the 
customer as to preservation or scrapping 


Old Machines 


of parts and tooling or, perhaps, delivery 
of either or both to the customer. Thus, 
we do not establish the policy in ques- 
tion.” 


FEW SET TIME LIMITS 


Each reply from manufacturers of stand- 
ard cataloged machinery indicates a some- 
what varying policy. Very few set fixed 
time limits for maintaining stocks of parts 
for obsolete units. One company says: 
“Generally, we will not scrap any patterns 
or pattern equipment, dies or fixtures 
until we have been out of production 
on (a) a motor truck for ten years; (b) 
a tractor for twenty years; (c) an imple- 
ment for thirty years.” 


Another comments: 


“When the manufacture of any part 
is discontinued we usually maintain the 
patterns, jigs, etc. on parts that have 
shown some demand for service purposes 
during the time they were in regular 
production. We do not furnish repair 
parts for machines over twenty-five 
years old unless they are in the hands 
of the original purchaser and we have 
the facilities for manufacturing the part. 
In cases where a unit has been improved 
in design, we usually offer only the 
complete new unit rather than repair 
parts for the old unit when such parts 
are ordered.” 


Another reports: 


“We do not continue to maintain an 
inventory of parts for servicing dis- 
continued equipment. However, we do 
retain the applicable patterns, drawings 
and tools for about fifteen years: Thus, 
we are usually in a position to satisfy 
our customers’ requirements should an 
occasion arise.” 


Difficulty is acknowledged in adhering to 
even a generous time limit: 


“We have attempted to follow a pol- 
icy of confining replacement of parts to 
machines that have not been out of our 
factory more than twenty years. We 
have experienced considerable difficulty 
in adhering to this policy due to insist- 
ence on the part of owners of our ma- 
chines for replacements even though 
they may have had them for fifty years 
or more.” 

A manufacturer of mechanical house- 
hold appliances who has evidently dis- 
covered that the public would rather buy 
new utilities than repair worn or broken 
ones reports: 


“In items of our own design in the 
household-appliance field, our policy is 
to carry parts in stock at least four 
years after production ceases.” 


SPECIAL CONSIDERATION 

The virtual impossibility besetting 
some users in purchasing new equipment 
to replace broken or worn machinery has 
tempered the attitude of one manufac- 
turer. “The equipment we build is quite 
expensive,” he says, “and we feel it is up 
to us to carry parts for models which 
have long since been discontinued. As a 
matter of fact, we are still servicing ma- 
chines that were built more than fifty years 
ago. . . . Just before the United States 
entered the present war, we had made up 
our minds to discontinue servicing some 
of the very old units. However, because it 
was practically impossible for our old 
customers to get new equipment promptly, 
we have continued to service their ma- 
chines.” 


Another implies that large orders for 
the Armed Forces has influenced a change 
in the company’s policy: 

“Our intention at the present time is 
to have available repair parts for the 
units which have been sold to the 
Armed Forces. Since these units are 
standard products, we are planning to 
have repair parts available for an in- 
definite period.” 


MOVING TIME LIMITS 


A number of manufacturers have set 
definite but flexible time limits in their 
policies governing stocking of replacement 
parts which begin to elapse whenever the 
annual sale of parts for obsolete units has 
dropped to impractical minimums. 

“Early this year we adopted a policy 
under which we will discontinue the manu- 
facture of any repair part,” reports one 
manufacturer, “if the implement on which 
it works has been out of production at 
least ten years and if the total average 
sales of such part for a period of two years 
has dropped to two parts or less per year.” 


According to another reply: 

“We find that it is more practical to 
make a year-to-year adjustment of our 
service stock—an adjustment which is 
the result of an analysis of the coming 
year’s estimate of parts requirements 
to service discontinued models. Gener- 
ally speaking, we obligate ourselves to 
make parts available for fifteen years 
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after discontinuance of manufacture of 

the complete unit.” 

A long-established manufacturer of 
heavy road and construction machinery 
reports: 

“We definitely do not obligate our- 
selves to make parts available but have 
a well-defined policy which seems to 
work out satisfactorily . . . parts for 
which there has been no movement 
during a period of three years are drop- 
ped from the list to be kept in stock. 

“We maintain drawings and records 
of all machines which we have built; our 
first machines were produced about 
sixty-five years ago, and we are able to 
fill repair orders for any of them. We 
do not, however, keep obsolete patterns 
for any such length of time. We peri- 
odically review our patterns, and those 
for obsolete machines and parts for 
which there has been no repair order for 
ten years are scrapped. In the event 
that a repair order should be received 
for a part for which the pattern has 
been scrapped, we obtain the customer’s 
approval for making a new pattern at 
his expense.” 


NO TIME LIMITS SET 


For the most part, the manufacturers 
cooperating in THe ConrereNnce Boarp’s 
survey do not set schedules for maintain- 
ing replacement parts as regular stock 
items; nevertheless, they do afford facili- 
ties for producing them when necessary. 
In some cases the investment entailed in 
carrying stocks for obsolete units is a 
consideration, particularly when the parts 
are large or require costly machining. 
Sometimes such parts are stocked in a 
semifinished state, to be completed when 
needed. 

Upon discontinuing some specific model, 
one company generally holds “a reason- 
able number of the parts in stock against 
repair service for the units that are out 
in operation. The patterns, however, 
from which the parts are made, are held 
for an indefinite period. Some of them in 
our pattern storage have now been there 
for over thirty years. Therefore, if the 
conditions warrant a part on a very old 
model being replaced, we are still in a 
position to do this.” 

“We have no established policy,” says 
one manufacturer. “We often furnish re- 
pair parts for individual units which have 
been discontinued for forty years or more. 
At one time manufacturers in our line of 
business agreed that they would furnish 
repair parts over a period of only fifteen 
years after the unit had been discontinued. 
We appreciate the fact that it is very ex- 
pensive to continue to provide spare parts 
for units which have been declared obso- 
lete, but feel that this is one of the serv- 


ices that should be provided by our com- 
pany.” 
Another manufacturer says: 


“We have many models long discon- 
tinued as standard production units for 
which we still stock and furnish repair 
parts. There is no standard or set 
length of time for which we obligate our- 
selves to service discontinued equip- 
ment. It is possible for certain parts of 
this old equipment to continue in pretty 
steady demand as repair parts for a 
long period.” 


Another: 


“We do not have any definite ruling 
as to the length of time we obligate our- 
selves to carry spare parts, although 
certain perishable parts are carried re- 
gardless of their age. The study of this 
problem, however, is now being con- 
sidered.” 


And another: 


“Tt has been the policy of the company 
to supply parts for any machine which 
is in service. Our past record indicates 
that when a model was discontinued the 
parts remained on the parts list for a 
short period afterwards and then, due 
to not being readily available in stock, 
were no longer listed. However, when a 
customer ordered through a distributor 
parts which were not listed in a general 
parts catalog, the parts needed were pro- 
duced to order. 


So, also, another: 

“We do not feel obligated to carry 
parts in stock unless there is some fairly 
uniform demand for them. . . We 
are always willing to make up as quickly 
as possible any part for an old engine, 
even though it may require the remaking 
of patterns. However, in this case, we do 
expect the customer to pay for the cost.” 


ALLOW UNLIMITED SERVICE 


By a ratio of more than three to one, 
the policies of the majority of the manu- 
facturers cooperating in THe CONFERENCE 
Boarp’s survey incline toward rendering 
a fairly continuous service. Although it is 
true that some who offer parts service for 
an unlimited time have not reported ob- 
ligating themselves to stock spare parts 
for any definite scheduled term after ob- 
solescence of the unit, their attitudes in 
this respect seem altogether reasonable 
and entirely equitable to the customer. 
The attitude of these manufacturers is 
fairly well summed up in the reply of one, 
who said: 

“Our policy for a great many years 
and our policy in the future will be to 
produce service parts for stock as long 
as there is a sufficient demand to justify 
manufacturing them on some quantity 
basis. This quantity basis has, in the 
past, been as low as six pieces per lot 


with as few as one lot per year. Our 
service parts policy is not dominated by 
the length of time the machine has been 
in the field because there are many cases 
where very old machines are still used 
economically. 

“Of course the inventory value of the 
parts also has a bearing on whether we 
carry them in stock, and actually we 
carry very few expensive parts for ma- 
chines that are more than twenty-five 
years old. We do carry certain parts 
that require frequent replacement on a 
machine where the design was discon- 
tinued forty years ago. In other words, 
we try to establish whether there is suf- 
ficient business to justify carrying parts 
in stock, and if so, we carry them re- 
gardless of the age of design. 

“In cases where parts are not carried 
in stock, it is our policy to offer to make 
those parts, but because of the excessive 
cost we inform the customer of the 
price of the part and ask for further 
authorization before actually produc- 
ing it.” 


In another connection, the same manu- 
facturer makes this comment: 

“Our general policy in the past has 
been to extend free engineering service 
and free consulting service, regardless 
of a time limit. This has been done be- 
cause there are many opportunities for 
additional sales in connection with our 
equipment, and because our product is 
a machine, and our success and reputa- 
tion depend very largely upon the effi- 
cient performance of our product in the 


field.” 


Thus, while the experience of companies 
manufacturing mechanical products for 
the consumer may perhaps warrant the 
establishment of fixed or flexible time 
limits, manufacturers of larger and more 
costly machinery, essentially capital equip- 
ment, evince a desire or willingness to 
supply replacement parts practically in- 
definitely to keep their products in serv- 
ice and operation until they are literally 
ready to fall apart. 


Frank L. Bane 
Division of Business Practices 


More Liquor in July 


Another whisky holiday has been an- 
nounced for the month of July, and the 
announcement indicates that four-week 
periods of beverage-alcohol production 
may be granted with increasing regularity 
in the future. The WPB estimates that 
about 55 million gallons of 100-proof bev- 
erage alcohol for blending or aging will 
be produced in July, approximating the 
August, 1944, output, but less than the 
January, 1945, production. 
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Size and Earnings of Partnerships 


HE IMPORTANCE of partnerships 

as a form of business organization 
can now be determined from data’ re- 
cently published by the Bureau of Inter- 
nal Revenue. This special tabulation, 
which is for the year 1939 only, is unique 
in presenting for the first time financial 
data of all partnerships. 

Comparison of corporate and partner- 
ship returns for 1939 reveals that partner- 
ship returns numbered 271,018, and corpo- 
rate returns 469,617.( See Table 1.) Gross 
receipts were $14.4 billion for partnerships, 
as compared with $123.9 billion for all 
corporations.’ While there were less than 
twice as many returns, receipts for corpo- 
rations were thus more than eight and one- 
half times as large as those for partner- 
ships. 

Corporations in every industrial division 
had greater dollar amounts of gross re- 
ceipts for both net-income and deficit re- 


See Supplement to “Statistics of Income for 1939,” 
Part 1 


2From the figures presented, the importance of the cor- 
porate form of enterprise in the econo as a whole 
a be determined because individual returns are 
omitted. 


turns. Only 6% of the gross receipts of all 
partnerships were received by “deficit” 
partnerships, while 20% of all corporate 
receipts were reported by deficit corpora- 
tions. 

Of the total number of partnership re- 
turns filed in 1939, only 11% reported no 
net income. In contrast, 58% of all cor- 
porations show deficits. This contrast 
overstates the disparity since executive 
compensation is deductible in arriving at 
net income of corporations. No such de- 
duction is allowed partnerships in com 
puting their ordinary net income. 


INDUSTRIAL COMPOSITION 


Partnerships in 1939 were most impor- 
tant as a way of doing business in retail 
trade, both in number and in gross re- 
ceipts. Partnerships were least important 
in public utilities. 

Among corporations, the manufacturing 
group accounts for the bulk of the re- 
ceipts, but not for the largest number of 
returns, which is greatest in the finance 


group. 


The service group shows a smaller pro- 
portion (6%) of deficit returns than any 
other partnership group. Agriculture makes 
the poorest showing in this respect, with 
one out of every five reporting an ordinary 
net deficit. 

Wholesale trade, among corporations, is 
the only group in which more than half of 
the total returns shows net income. For 
all other groups the proportion of returns 
reporting deficits was greater than 50%. 
In mining, out of every eleven corporations 
reporting, as many as seven show deficits. 

For returns showing income, partner- 
ships on the whole have a higher rate of re- 
turn on their receipts than corporations. 
In the aggregate, partnerships earned 
12.1% on receipts, before taxes, in con- 
trast with only 9.2% for corporations. 
For every one of the groups except finance, 
partnerships have a higher return than 
corporations. Wholesale trade, both among 
partnership and corporate returns, earned 
less in relation to gross receipts than any 
other single group. 

In the deficit category, partnerships in- 


TABLE 1: RECEIPTS AND INCOME OF PARTNERSHIPS AND CORPORATIONS, 1939 
Sources: “Statistics of Income, 1939,” Part 2; Supplement to “Statistics of Income, 1939,” Part 1 


Dollars in Millions 


Group 


Total—All industrial divisions.................. 
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Agriculture, forestry, fishing...........-...........-- 


Total—All industrial divisions...............-.. 


Mining‘and quarrying: +... ......00. 00.0000 0000.. 
Rin prac tintin. tol. beats 3.6... no eeens ae. E. « 
CO eA on ne 
VE CREA es CoO ee err 
CPi LORE Cheap ier gcieiean iar uals ath pr ea 


Finance, insurance, real estate...........-...--- 
(he MTG a oo ee ee: oo ee 
Agriculture, forestry, fishing..................-- 


Number of Returns with Gross Receipts? Compiled | Compiled Neb | Na Bete 
t t 
Net Net Net Income | Net Deficit Profit? Deficit? bas Fie adie! Fa Sok - 
Income! Deficit! Returns Returns Receipts Receipts 
PARTNERSHIPS 
....| 240,522 30,496 | 18,557.0 819.8 1,637.8 84.1 12.1 10.3 
vcd 4,250 1,997 117.8 26.1 33.7 12.0 28.6 46.0 
see} 7220,205 2,058 1,616.9 15.7 187.2 7.8 11.6 10.3 
= oa 3,764 343, 126.1 5.4 25.6 ai 20.3 13.0 
sO 15,519 1,421 3,031.3 126.4 167.4 5.8 5.5 4.6 
---»| 79,558 7,982 3,808.1 229.8 346.7 12.6 9.0 5.5 
-...| 40,674 2,730 1,121.8 87.1 424.4 5.0 37.8 13.5 
----| 25,533 6,038 1,578.3 134.7 167.6 18.4 10.6 13.7 
stiees 10,060 843, 592.0 51.9 75.0 4.3 12.7 8.3 
16,257 4,151 308.0 44.8 67.2 9.5 21.8 Zine 
CORPORATIONS 
...-| 199,479 270,188 |99,635.1 | 24,236.6 9,179.8 1,210.5 9.2 5.0 
Poe 3,622 7,198 1,621.8 1,109.4 243 .4 105.3 15.0 9.5 
....| 48,002 43,181 | 48,970.8 8,188.4 4,370.2 192.1 8.9 2.3 
oot 10,586 11,478 8,676.8 3,846.6 1,833 .2 344.2 15.4 8.9 
aeeete 19,567 16,454 | 16,369.6 3,173.7 619.4 3.9a 3.8 0.la 
..-.| 95,198 51,086 | 14,871.3 4,151.7 767.1 24.44 5.2 0.6a 
~ ae 14,114 26,916 2,170.4 1,336.7 275.3 27. 9a 12.7 2.1la 
.-..| 55,646 86,686 2,358.3 645.6 1,222.2 539.1 51.8 83.5 
ars ile 5,600 10,461 1,441.4 766.5 125.3 1.7a 8.7 0.2a 
2,839 5,797 398.0 179.6 46.2 20.5 11.6 11.4 


Returns are separated into those with net income and those with net deficit. For 
partnerships, net income or deficit excludes capital gains and losses, contributions, and 
wholly tax-exempt interest on government obligations. For corporations, wholly tax- 
exempt interest on government obligations is excluded. ’ 

Includes gross receipts from sales or services, less returns, discounts, or allowances. 

*To make partnership and corporate returns comparable, net income or deficit for 


partnerships has been adjusted to eliminate profit and loss from other partnerships and 

to include capital gains and losses, contributions, and wholly tax-exempt interest. For 

corporations, dividends from domestic corporations have been excluded and compen- 

sation of officers included. In both cases, figures are before payment of income taxes. 
aBecause of adjustments these figures are now positive. 
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TABLE 2: PARTNERSHIP INCOME RETURNS IN 1939, BY SIZE OF INCOME OR DEFICIT 
Supplement to “Statistics of Income, 1939,” Part 1 
Thousands of Dollars 


Source: 


Total Ordinary Net Income Classes! 
Group re Income 
Returns’ |) Returns) Under sn) 5 oe 10 a 25 eas 50 ees Saunier 150 oni 300 ener me te 
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Group Deficit 
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iOrdinary net income (or deficit) is the net income (or deficit) of the partnership exclusive of capital gains and losses, tax-exempt interest, and the deduction for contributions. 


curred greater deficits in relation to their 
receipts than did corporations. Thus, the 
return on receipts for partnerships covers 
a wider range, both positive and negative, 
than for corporations.* 


1After adjusting the compiled net deficit of corporations 
(as explained in footnote 3, Table 1), four of the groups 
show profits instead of deficits. 


The size of partnerships is revealed in 
Table 2, which distributes the returns by 
net-income classes. Eighty-five per cent of 
the partnerships reporting earned less 
than $10,000 during 1939. Of the total 
net-income returns, only 1,011, or 0.4%, 
show net income of $100,000 or more. 


For partners reporting deficits, fully 
nine tenths had deficits of less than $5,000. 
Only forty-nine returns, or 0.2%, show 
deficits of more than $100,000. 


Frances J. Mitts 
Division of Business Statistics 


Notes on Reconversion 


Reconversion in Key Industries 

A wide variation in construction needs 
and in time requirements for reconversion 
in seventy-two key industries was re- 
vealed in a War Production Board study 
released May 16. The industries studied 
were those judged most seriously in need 
of preliminary reconversion help to pre- 
vent the formation of bottlenecks in the 
switch to peacetime production. 

New construction required to maintain 
a minimum, or “break-even” rate of pro- 
duction was estimated at $36 million, with 
passenger automobiles requiring $29 mil- 
lion of this. Originally, the industry had 
placed its construction requirements for 
break-even production at $35 million. 
Similar reductions in previous estimates 
were reported by many other industries, 
with an aggregate of $235 million of new 
construction estimated as being required 


—$200 million of it by the automotive in- 
dustry. In addition, $62 million in new 
equipment and tools will be needed to 
reach a break-even rate, $189 million to 
reach an “all-out” rate. 

Estimates of time lapses which will 
ensue between the cancellation of war con- 
tracts and the resumption of civilian pro- 
duction show considerable variation from 
industry to industry. The construction- 
machinery division can swing into capacity 
peacetime production without any delay, 
but the automobile industry will require 
about eight months to reach minimum 
rates and fifteen to reach capacity. 

Plumbing and heating-equipment mak- 
ers can reach break-even production within 
two months and capacity production with- 
in five, and many of their units will make 
the shift without any time loss at all. The 
WPB cautions that these time studies 


“are particularly liable to change and that 
the actual time needed will differ not only 
from industry to industry, but, in some 
cases, from plant to plant in the same in- 
dustry.” 


Car Production to Start 


About 200,000 civilian automobiles may 
be produced in the balance of this year as 
a result of a WPB order announced on 
May 24, 1945. Under this authorization, 
passenger-car manufacturers may place 
orders for materials immediately, with de- 
liveries to start on or after July 1. No 
priorities are being given to the industry 
and the speed with which individual manu- 
facturers get started will depend on the 
situation in individual plants. Production 
quotas will be assigned each manufacturer. 

Industry’s response to this go-ahead 
signal was the request that the govern- 
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ment act to remove remaining bottlenecks 
to speedy reconversion. These included 
removal of all War Manpower Commission 
controls; revocation of the order limiting 
civilian production to the level prevailing 
in the fourth quarter of 1944 except 
through WMC approval; removal of the 
1% limitation on technical personnel; 
clarification of draft status of reconversion 
workers; settlement of the AFL-CIO juris- 
dictional quarrel; easement of regulations 
regarding the disposal of machine tools 
and other surplus production equipment; 
and release of more complete information 
about coming cutbacks and cancellations. 

Chairman Krug warned that production 
of civilian automobiles, while authorized 
under the WPB ruling, might be held up 
because of a lack of such critical materials 
as tin, lead, chemicals, textiles and rub- 
ber. Rationing of new cars will continue 
until minimum essential requirements have 
been met. 


Where Shortages Still Exist 


A new list of materials and products 
expected to remain in short supply was 
released by the War Production Board on 
May 18. About two hundred items are on 
the present critical list, but changes in 
supply and requirements may alter the 
situation considerably in the next few 
months. Among the materials and prod- 
ucts in short supply are tin, lead, steel- 
wire rope, carbon black, containers, fats 
and oils, leather, lumber, pigments, paper 
and paperboard, rubber, certain acids, al- 
cohols, solvents, and plastics. 

In making the list public, the WPB in- 
dicated that it was designed to act “as an 
over-all guide for industry as it prepares 
for civilian production.” 


Company-wide Settlements 


Company-wide settlement of contract 
termination claims is planned for a limit- 
ed number of companies under Regulation 
16, released by the Office of Contract Set- 
tlement on May 28. Under this ruling, one 
office will handle all of a company’s claims 
under termination even though the con- 
tracts may involve more than one procure- 
ment office. 

While only a limited number of compa- 
nies will be selected, the OCS hopes to save 
considerable time in settlements since the 
companies will be selected on the basis of 
the number and size of their subcontracts. 
Another criterion will be the speed with 
which these companies have effected set- 
tlements with their subcontractors in the 
past. At present, only the War and Navy 
departments are organized to carry on 
company-wide settlements. 


Another new regulation, No. 17, pro- 
viding protection for subcontractors under 
terminations has also been released. This 
regulation permits subcontractors to make 
application for, and to receive, direct set- 
tlement of termination claims from con- 
tracting agencies where the higher-tier 
contractor is, or is in danger of becoming, 
insolvent. 


British Tax Concessions 


Tax-relief proposals to facilitate recon- 
version in Great Britain include the fol- 
lowing provisions of the “Income Tax 
Bill” now before Parliament: 


(1) An initial allowance of 10% of 
the cost of new industrial buildings will 
be deductible from profits, and an an- 
nual allowance of 2% may be claimed 
to write off the balance of the cost. 

(2) An initial allowance of 20% of 
the cost of new (or second-hand) ma- 
chinery may be claimed, and the annual 
allowance for new machinery will be in- 
creased. 

(3) There will be an allowance for 
capital expenditure on farm buildings. 

(4) There will be an allowance to 
write off the cost of patent rights. 

(5) The allowance for expenditure 
on scientific research and for exceptional 
depreciation of buildings, plant, and 
machinery will be extended. 


These allowances would apply to any 
expenditures for buildings or equipment 
since April 1, 1944. 


Pretermination Settlements 


A new step in speeding up settlements 
of terminated contracts was revealed with 
announcement by the War and Navy de- 
partments of the opening of negotiations 
for pretermination settlements with nine- 
teen steel companies, representing approxi- 
mately 90% of the steel business in the 
United States. While more than one thou- 
sand companies have already signed pre- 
termination agreements on war contracts, 
this is the first campaign directed toward 
an entire industry. _ 

Certain members of the steel industry 
have requested authority to submit ter- 
mination claims with regard to inventories 
on the basis of established selling prices. 
The War and Navy departments agreed to 
this, plus appropriate adjustments, pro- 
vided its use did not result in undue com- 
pensation to the contractor. 

Other factors which may be covered by 
pretermination agreements include deter- 
mination of values of inventories to be re- 
tained by the contractor, agreement on 
methods for costing claims, for disposing 
of inventory, for verifying inventory and 


claims, and for determining items to be 
scrapped. 


Division or Business Practices 


Big Year for Advertising 


Despite paper shortages, total adver- 
tising volume in 1944 reached an estimated 
$2.3 billion, the highest since the 1929 
peak of $2.6 billion. It will reach $3 bil- 
lion after the war, according to one au- 
thority. 

In 1944, demand exceeded available 
space in newspapers and magazines, and 
radio’s desirable listening hours remained 
sold out. On an index basis (1935-39= 
100), magazine advertising linage made 
the most substantial percentage rise last 


Radio, Magazine and Newspaper 
Advertising 


Sources: Publishers’ Information Bureau; Printers’ Ink; 
ia Recor 


Index Numbers, 1935-1939 =100 


RADIO ADVERTISING, / 
COST OF FACILITIES 


_L —_1____ Sy og 
1935 1937 1939 1941 1943 1945 


year, as shown in the chart, and has held 
at a high level in 1945. Spectacular ad- 
vance of radio advertising was a prime 
factor in prompting a campaign by news- 
paper publishers to regain lost ground. 

Hopes of alleviating the newsprint scar- 
city by pulpwood imports were raised by 
the recent cut in pulp transportation 
charges from Sweden. However, the out- 
look was darkened by a coordinated report 
made by the Department of Commerce 
and WPB which stressed the difficulty of 
clearing shipping lanes of mines, and lack 
of shipping space not preempted by war 
merchandise. 

Wartime advertising has devoted much 
space and time to war bonds and other 
worthy causes. Institutional advertising 
spread as products became scarce or pro- 
duction was suspended. V-E day brought 
renewed advertising of goods to become 
available in the next few months, but 
most manufacturers will continue to sup- 
port the war effort while keeping well- 
known brand names before the public. 
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Taxes after V-E Day 


HE MAJOR purpose of the proposals 

presented in the report of the Joint 
Committee on Postwar Taxation’ is to 
“facilitate reconversion by improving the 
cash position of business enterprises and 
by relieving smaller businesses from undue 
burdens.” 

Many companies have expanded during 
the war without an adequate basis of 
working capital, using funds for the most 
part resulting from increases in expense 
accruals, particularly federal income-tax 


“Report No. 1—Recommendations for Legislative Action 
Immediately Following the End of Hostilities in Europe.” 
Report of the Joint Committee on Internal Revenue Tax- 
ation for Postwar Taxation to the Committee on Ways 
and Means of the House of Representatives and the Com- 
mittee on Finance of the Senate, United States Govern- 
ment Printing Office, 1945. 

The Joint Committee on Internal Revenue Taxation 
was established in 1926. Its duties include the investigation 
of the operation, effects, and administration of internal- 
Tevenue taxes and the reporting of its recommendations 
pertaining to such taxes. 

On June 15, 1944, the committee adopted resolutions to 
make a study of postwar taxation in collaboration with the 
Treasury staff, the staff of the Bureau of Internal Revenue, 
and a minority member of the Committee on Ways and 
Means and of the Committee on Finance. The Joint Com- 
mittee on Internal Revenue Taxation for Postwar Taxation 
was thus organized. A series of reports, of which this is 
No. 1, will be issued for the consideration of the Committee 
on Ways and Means and the Committee on Finance. 


accruals. Thus, severe financial strain may 
occur when contracts are cut back. The 
financial position of some companies which 
appears good at present may deteriorate 
because of severe cutbacks. 


FIVE RECOMMENDATIONS 


The committee’s specific recommenda- 
tions are as follows: 


1. Increase the excess-profits tax spe- 
cific exemption from $10,000 to $25,000, 
effective beginning with the tax year 
1946. 

2. Provide that the postwar credit of 
10% of the excess-profits tax be taken 
currently with respect to tax liabilities 
of 1944 and subsequent years. 

3. Advance to January 1, 1946, the 
maturity date of outstanding postwar 
refund bonds. 

4. Provide for speedup of refunds re- 
sulting from carry-backs of net oper- 
ating losses and of unused excess-profits 
credits. 

5. Provide for speed-up of refunds 


resulting from the recomputation of de- 
ductions for amortization of emergency 
facilities. 


No changes in tax rates are recom- 
mended in the report because it is expected 
that federal expenditures will remain high 
until after all hostilities cease. Moreover, 
no serious general unemployment appears 
likely during the period of the Pacific war. 
The third reason offered by the commit- 
tee is that inflation will continue to be a 
danger during this period, making tax re- 
ductions impractical. 

During the period following World War 
I, the corporation income tax was reduced 
in 1919 but increased again in 1922. The 
excess-profits tax was reduced in 1919, but 
the tax was not repealed until 1922. (See 
Table.) 


EPT EXEMPTION 


The prevailing excess-profits-tax rate is 
95%, with provision for a postwar refund 
of 10% of the tax, a specific exemption 
of $10,000, and an over-all income tax and 


FEDERAL CORPORATION-INCOME AND EXCESS-PROFITS TAXES 


12% of net income! less: 


(b) War excess-profits tax 


10% of net income! less: 


(b) War excess-profits tax 


12144% of net income! less war excess- 


Source: United States Public Laws 


Income Tax 


Excess-profits Tax 


20% of excess profits not in excess of 15% of invested capital 


25% of excess profits equal to 15%-20% of invested capital 
35% of excess profits equal to 20%-25% of invested capital 
45% of excess profits equal to 25%-33% of invested capital 
60% of excess profits equal to more than 33% of invested capital 
Excess profits: net income less: (a) 7% to 9% of invested capital 


(b) $3,000 


30% of excess profits not in excess of 20% of invested capital 


65% of excess profits in excess of 20% of invested capital 


The sum, if any, by which 80% of the net income in excess of the 


normal profits exceeds the amount of the tax computed under 
the first and second brackets 
Normal profits: $3,000 plus: (a) prewar average income; 


or (b) if no prewar net income, 
10% of invested capital. 


Excess profits: net income less: (a) 8% of invested capital 


» 


20% of excess profits not in excess of 20% of invested capital 


40% of excess profits in excess of 20% of invested capita 


10% of net income! less war excess-profits 


For corporations with net income of $25,000 
or less, an additional credit of $2,000 


Income Year to 
Year Enacted hich First 
Applicable 
1917 1917 6% of net income! 
1919 1918 
(a) $2,000 
1919 
(a) $2,000 
1921 1921 
tax 
1922 1922 
profits tax 


For corporations with net income of $25,000 
or less, an additional credit of $2,000 


1Did not include dividends from corporations subject to the tax. 


Excess profits: net income less: (a) 8% of invested capital 


$3,000 


Not applicable after January 1, 1922 
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excess-profits-tax limit of 80%of the sur- 
tax net income. The committee’s sug- 
gestion to increase the specific exemption 
to $25,000 should provide incentives and 
additional cash to aid small business and 
new enterprises by either removing or re- 
ducing their excess-profits-tax liabilities. 
In all, an estimated 12,000 corporations 
would be freed from such liabilities, reduc- 
ing to 19,000 the number of corporations 
subject to the tax. 

The net loss in revenue to the Treasury 
which would result from the increased ex- 
emption is estimated at $160 million, since 
part of the $300 million reduction in ex- 
cess-profits-tax liabilities would become 
subject to the income tax. 


POSTWAR CREDIT 


It is recommended that the postwar 
credit of 10% of the excess-profits tax be 
taken currently with respect to tax liabili- 
ties of 1944 and subsequent years, and 
that the maturity dates of outstanding 
postwar refund bonds be advanced to Janu- 
ary 1, 1946. The present law provides that 
corporations may use their excess-profits 
credit currently to a maximum of 40% 
of their net debt retirement. Postwar re- 
fund bonds, issued for all unused credits, 
mature in from two to six years after the 
cessation of hostilities. The estimated net 
amount of bonds issued, or to be issued, 
for 1942 and 1943 totals $1.3 billion. 

The committee holds that the purpose 
of the postwar credits, which is that of pro- 
viding funds for the conversion from war- 
time to peacetime production, is defeated 
by the length of time between the payment 
of the tax and the maturity dates of the 
bonds. Corporations now facing reconver- 
sion would not be able to use their post- 
war refund credits until after the end of 
the war with Japan. 

Making the postwar credit currently 
available would involve no serious adminis- 
trative difficulties, according to the com- 
mittee. By advancing the maturity date 
of the bonds which are noninterest bear- 
ing and which become negotiable after the 
war, selling them at a discount would be 
prevented. Cash payments would be made 
in lieu of bonds not issued by the time the 
advanced maturity date was effected. 


REFUNDS FROM CARRY-BACKS 


The plan recommended to speed up the 
operation of the carry-back refund pro- 
cedure includes: (1) deferment of cur- 
rent tax payments on the basis of antici- 
pated losses and unused credit; and (2) 
prompt payment of refund claims filed 
eftar the loss or unused credit has occurred. 

Part (1) of the plan would operate as 
follows: 


(a) A corporate taxpayer anticipat- 
ing a loss or an unused credit for the 
current year could elect to defer pay- 
ments of the preceding year’s taxes, the 
amount deferred not exceeding the an- 
ticipated refund that would result from 
the carry-back of the loss or unused 
credit. 


(b) Once a statement is filed setting 
forth reasonable grounds for anticipating 
the loss or unused credit, and a receipt 
had been issued to the taxpayer, the 
tax deferment would become immedi- 
ately effective without prior examination 
by the government. 


(c) The deferment would be canceled 
if the Commissioner of Internal Rev- 
enue, who is empowered but not required 
to examine the statement, should find 
it unfounded. 


(d) The period of deferment would 
be long enough to permit the taxpayer 
to file a claim for refund after the year 
had ended and to have it acted upon 
by the Commissioner. 


(e) Amounts of deferments in excess 
of the ultimate refund allowed would 
bear interest at 6%; deferments not in 
excess of this refund would bear inter- 
est at 3%. 


(f) In addition to the interest charge, 
a 6% penalty charge would be added to 
the portion of the tax deferred in excess 
of 125% of the ultimate carry-back re- 
fund. The penalty would not apply to 
excessive deferments which are adjusted 
by the end of the taxable year in which 
the deferment commences. 


Part (2) would operate as follows: 


(a) After the close of the year in 
which a loss or unused credit has been 
incurred, the corporation would file a 
claim for the resulting refund. 

(b) At the election of the taxpayer, 
a preaudit net refund would be available 
within ninety days from the filing of 
the claim. In the case of a corporation 
which had deferred tax payments in an- 
ticipation of the refund, this refund 
would be reduced by the amount de- 
ferred. 

(c) This net refund would be com- 
puted without audit, on the basis of the 
taxpayer’s claims and returns. 

(d) After the audit, any additional 
refund due would be paid or credited. 


Under present law, refunds of taxes re- 
sulting from the carry-back of net oper- 
ating losses and unused _ excess-profits 
credits cannot be made until a considerable 
length of time after the loss or unused 
credit arises. Following the filing of the 
claim, many months are usually required 
for auditing and reviewing the claim be- 
fore the refund can be made. 

The committee stresses the need for 
speeding up these refunds by pointing out 


that cutbacks of war production may re- 
duce the incomes of many businesses at a 
time when they will have large reconver- 
sion costs resulting in losses or unused 
credits. Adding the tax liabilities for the 
previous year would place a burden on the 
corporation which could force a sharp 
curtailment of its peacetime production. 


AMORTIZATION DEDUCTIONS 


The committee’s recommendation to 
shorten the period of amortization would 
result in additional deductions in returns 
previously filed and would give rise to tax 
refunds. Existing law provides that emer- 
gency facilities certified as necessary for 
national defense may be amortized over a 
five-year period. If the emergency period 
is shortened, amortization deductions may 
be recomputed on the basis of the shorter 
period. The procedure for the refunds on 
account of the recomputation would be 
similar to that recommended in the case 
of preaudit refunds upon carry-back 
claims. 

Lucite B. Locxertts 
Division of Business Statistics 


Employment 
Trends 


ONAGRICULTURAL employment 

decreased from March to April as a 
result of a decline of more than 250,000 
in the number of factory workers. Five 
durable goods industries—transportation 
equipment, iron and steel, machinery, au- 
tomobiles, and electrical machinery—ac- 
count for more than 60% of the wage- 
earner decline. Comments from these in- 
dustries indicate that this reduction 
reflects completion and cancellation of war 
contracts. ; 

Employment likewise registered declines 
in trade and in mining during April. The 
only sizable gain was a seasonal expansion 
in the service industries, although the re- 
maining groups—construction, transporta- 
tion, and utilities—show small increases 
during the month. 


FARM TRENDS: 1940-1944 


Agricultural employment expanded sea- 
sonally in April, although the 9.5 million 
persons reported doing farm work is a 
record low for the month. All the lag in 
farm labor was in the “hired” category, re- 
flecting the difficulty in recruiting ade- 


206 


THE CONFERENCE BOARD 


June, 1945 


quate hired help. Family workers held, 
in April, at the year-earlier level. 

The decline in the number of farm op- 
erators has contributed substantially to 
the reduction of the nation’s farm labor 
force in recent years. Currently, at its 
smallest size in decades, our agricultural 
working force has nevertheless maintained 
production on farms at an increasingly 
high rate. 

A sample survey of farm operators con- 
ducted last year by the Bureau of the 
Census and the Bureau of Agricultural 
Economics found a reduction between 
April, 1940, and April, 1944, of nearly 
10% in the number of persons operating 
farms—a drop from more than 6 million 
to about 54% million. However, there was 
no attendant decrease in the amount of 
land in farms during the period. Hence, 
the result was mainly a concentration of 
farm land in fewer hands and an increase 
in the average size of farms. Moreover, 
more acreage was actually harvested in 
1943 than in 1939. 

According to this report, two thirds of 
the decrease in farm operators occurred 
among those fifty-five years of age and 
over. The improved financial condition of 
farmers is given as the reason for these 
retirements in the older-age brackets. 

An interesting development cited in the 
survey is the increase over the four-year 
period in the off-farm employment of farm 
operators. More than 54% of all farm 
operators reported off-farm work in April, 
1944, compared with less than 29% in 
April, 1940. Four times as many operators 
reported having worked on farms other 
than their own in 1943 as compared with 
1939, while the number of operators re- 
porting nonfarm work in 1943 was 25% 


greater than in 1939. An aggregate of 285 
million man days of nonagricultural work 
was accounted for by farm operators in 
1943, or fully a third more than was 
worked by this group in 1939. Only 
10.8% of all farm operators reported 
themselves engaged principally in nonfarm 
occupations in 1940, while 16.5% were 
thus reported in 1944—an increase of 250,- 
000. Of almost 1.7 million farm operators 
reported to have done some nonfarm work 
in 1943, only one sixth worked the equiva- 
lent of less than two days a week on their 
farms. 

The trends indicated by this survey 


clearly point to a fuller utilization of farm 
manpower as well as increased income op- 
portunity for farm operators, who are in 
ordinary times considerably limited by the 
seasonality of their occupations. The ex- 
tent to which this new pattern will prevail 
after the war will depend upon the level 
of national employment. However, it ap- 
pears likely that, with the return of vet- 
erans from the fighting fronts and the re- 
lease of war workers from factories, a 
“back to the farm” movement of some 
proportion is likely. 


CaryL R. Fe~tpMan 
Division of Business Statistics 


Living Costs in April 


IVING COSTS of wage earners’ fami- 

lies increased 0.4% from March 

to April to 105.8 (1923=100), which is 

the highest level reached since December, 

1925, according to the regular monthly 
survey by THe Conrerence Boarp. 

The increase in the cost of all items rep- 
resents a reversal of a recent trend, since 
the index has not shown an increase since 
December, 1944. Over the year, the index 
rose 1.5%. Since August, 1939, the month 
preceding the start of World War II, a 
26.0% rise has taken place, and since No- 
vember, 1941, an increase of 13.9%. A 
rise of 23.0% has taken place since Janu- 
ary, 1941, the base date of the Little 
Steel formula. 

The purchasing value of the 1923 dollar 


was 94.5 cents in April, as compared with 
94.9 cents in March and 96.0 cents in 
April a year ago. 


MAJOR GROUPS 


Food showed the largest increase of 
0.7% from March to April; clothing costs 
rose 0.3%, and sundries 0.1%. The only 
decline was 0.1% in the cost of fuel and 
light. Higher prices of fruits and vege- 
tables, particularly apples, cabbage, let- 
tuce, oranges, spinach and white potatoes, 
were reflected in the rise in food costs. 
Clothing prices have continued to advance 
since June, 1943. 

The decline in fuel prices may be traced 
to the withdrawal in several areas of a 
temporary OPA order which permitted 


COST OF LIVING IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted F Clothing Fuel and Light 
Date Average of Food Housing! 
All Kens Men’s Women’s Total? | Electricity Gas 
Index Numbers, 1923 =100 

Lp44) Anvil... abe 104.2 110.1¢ 90.8 91.9 101.6 82.2 95.9 67.0 94.6 113.1 96.0 
NESY:, ohch otyoie codtame anit 104.6 110.6 90.8 92.3 101.8 82.8 95.9 67.0 94.6 113.5 95.6 
SUN ee reer 104.5 110.5 90.8 92.5 101.8 83.1 95.7 67.0 94.6 1138.5 95.7 

Julyh Suter a 105.0 111.7 90.9 92.5 101.9 83.1 95.7 66.9 94.5 113.6 95.2 
August; scdrscw ou xe ake 105.0 111.6 90.9 93.0 102.1 83.9 95.7 66.9 94.5 113.6 95.2 
September; . «.éss.0 vdieo 105.0 Hit. 90.9 93.2 102.3 84.0 95.8 66.9 94.5 113.8 95.2 
Octaber'® tect: 105.0 110.8 91.0 93.6 102.4 84.8 95.8 66.9 94.5 114.2 95.2 
Novemberson eres ee 105.8 111.1 91.0 93.9 102.9 84.8 95.8 66.9 94.5 114.6 95.0 
December, sig arcaes 105.7 112.3 91.0 94.0 103.0 84.9 95.8 66.9 94.5 114.8 94.6 

1046 January...20.055 ... eer 105.7 112.1 91.0 94.2 103.4 84.9 8 66.9 94.5 114.9 94.6 
CDKUATY gee eae Ss ee 105.5 111.2 91.0 94.3 103.6 84.9 on 66.9 94.5 115.1 94.8 
March Pree ers, 105.4 110.85 91.0 94.5 103.8 85.2 Pe ' 66.9 94.5 115.2 94.9 
April scx chur ole Meare 105.8 111.6¢ 91.0 94.8 104.0 85.5 .0 66.9 94.5 115.3 94.5 

Percentage Changes 

Mar. 1945 to Apr. aaa, +0.4 +0.7 0 | +0.3 +0.2 +0.4 | | 0 | 0 +0.1 -0.4 
Apr. 1944 to Apr. 1945. .......] +1.5 +1.4 +0.2 +3.2 +2.4 +4.0 +0.1 -0.1 0.1 +1.9 -1.6 


Ty January, 1945, data on housing collected twice annually, May 15 and Octo- 
r 


Includes fue] as well as electricity and gas. 


bBased on food 


eBased on food 


aBased on food price indexes of Taz Conrerence Boanp for April 15, 1944. 


for March 15, 1945. 


price indexes for April 16, 1945. 
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additional charge of twenty-five cents on 
one-ton deliveries during the recent short- 
age. 

The semiannual housing survey is sched- 
uled for May. 


CITY INDEXES 


Complete series for April were pub- 
lished for sixty-three industrial cities, with 
forty-three showing increases in the all- 
items index as compared with twenty-one 
cities in March. These increases range 
from 0.1% in Chattanooga, Cincinnati, 
Huntington (West Virginia) , Providence, 
St. Louis, Seattle and Spokane to 1.8% in 
Evansville. Declines of as much as 0.1% 
occurred in Baltimore, Dallas, Dayton, 
Fall River, Lansing, Omaha and Wilming- 
ton (Delaware), and of as little as 0.4% 
in St. Paul. Seven cities show no change. 

Each of the sixty-two cities for which 
such data are available show an increase 
from April, 1944, to April, 1945—from 
0.2% in Newark to 4.5% in Huntington 
(West Virginia). Trenton, Evansville and 


Providence show considerable increases of 
4.2%, 3.3% and 3.2%, respectively. 


FOOD PRICES 


Food costs increased over the month 
in forty-eight cities, declined in fourteen, 
and remained the same in one. Eleven cit- 
ies show increases of 1.0% or more, the 
highest in Los Angeles with a rise of 3.2%. 
The rise in Indianapolis was 2.7%, in 
Portland (Oregon) 2.4%, and 2.2% in De- 
troit and Rockford (Illinois). Bridgeport 
was the only city with a decline of as much 
as 1.0%. 

From April, 1944, to April, 1945, fifty 
cities of the sixty-two cities for which 
complete data are available show increases 
in the food index, eleven show declines, 
and one no change. Sixteen of the in- 
creases were 2.5% or more. The rise in 
Los Angeles was 5.7%; Providence, 5.3%; 
and Indianapolis, 4.2%. 


Fiorence §. Gricer 
Division of Labor Statistics 


Earnings and Hours in 
Manufacturing 


CTUAL and “real” hourly and weekly 
earnings of production and related 
workers rose to new peak levels in March, 
according to Tae Conrerence Boarp’s 
regular monthly survey of labor statistics 
in twenty-five manufacturing industries. 
The average number of hours worked in 
one week increased slightly, with the work 
week the same as in January but longer 
than during any other month since Feb- 


ruary, 1930. Employment and total man 
hours fell, but the payroll index remained 
at the February level. 


EARNINGS 


Both longer working hours and small 
wage-rate increases helped to raise the 
average hourly earnings of production 
and related workers 0.5% in March to a 
new peak level of $1.101. The chief cause 


of the steady rise in hourly earnings dur- 
ing recent months, however, has been the 
elimination of some lower-paid, less-skilled 
workers in accomplishing cutbacks in 
production. Thus a decline of 11.6% in 
employment since November, 1943, the 
month of peak employment, has been ac- 
companied by a rise in hourly earnings 
of 5.8%, and of only 1.5% in the length 
of the work week. 

Average hourly earnings in March were 
45.1% higher than in January, 1941, and 
52.9% above those of August, 1939, the 
month before the war began. 

Most notable among the exceptions to 
the present policy of reducing employ- 
ment rather than hours of work is the rub- 
ber tire and tube industry where the work 
week was reduced 4.0% in March while 
employment remained practically un- 
changed. The average hourly earnings of 
all workers in this industry were $1.351, 
which was 3.2% less than in February but 
still higher than hourly earnings in any of 
the other twenty-four industries. 

Weekly earnings in the twenty-five in- 
dustries averaged $50.99 in March, a new 
peak for the series. They were 0.8% great- 
er than in February, 66.6% higher than 
in January, 1941, and 86.8% above the 
August, 1939, level of $27.29. 

Real weekly earnings, or the measure of 
the purchasing power of dollar weekly in- 
come, also reached a new peak in March. 
Living costs have risen considerably since 
the beginning of 1941, but even so the 
average production worker could buy 0.9% 
more with his weekly income than in Feb- 
ruary, 36.0% more than in January, 1941, 
and 48.9% more than in August, 1939. 


HOURS 


The average work week in March was 
46.2 hours, 0.4% longer than in February. 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS 25 MANUFACTURING INDUSTRIES 
Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


areas | fone 
Av Aver: omin: 
Date Boa Weekly Hours per | Hours per Hanvis Barns w. ; Actual ‘ 
A “| Week Week per | _Hourly nings eekly Earnings | yy, 
Parrings, |, Aarau Productos Production Week per oa fe ee Payrolls 
Worker Worker Production Hours 
Actual Real Actual Real Worker 
MANA GION ca ieieic died b>, tne 9 AS 8 $1.053 | $48.41 45.8 44.0 194.6 187.8 181.9 175.6 93.1 151.0 140.6 274.7 
Jt? LP, Se SR epee MI np Fai 1.057 48.09 45.2 44.0 195.4 187.5 180.7 173.4 91.9 148.3 136.3 268.0 
BY POC WON Peas » cele’. setehe 1.062 48.46 45.5 44.1 196.3 187.7 182.1 174.1 92.5 145.0 134.1 264.0 
DUINGoe Satains catt.«cinealavncitals 1.069 49.30 45.9 44.2 197.6 189.1 185.3 177.38 93.3 143.6 134.0 266.1 
SINE eects hitascSe Wa sf 2 en ee Bre 48.86 45.4 44.3 198.2 188.8 183.6 174.9 92.3 142.2 181.3 261.1 
PRAISING Ysa. care pig arate ale im 65's 1.070 48.98 45.6 44.3 197.8 188.4 184.1 175.3 92.7 141.6 131.3 260.7 
September........ hig Sew Pate 1.080 49.42 45.6 44.4 199.6 190.1 185.7 176.9 92.7 140.4 180.2 260.7 
Te eee ee 1.079 49.39 45.7 44.3 199.4 189.9 185.6 176.8 92.9 138.6 128.8 257.2 
1 Peat 1s i a ae 1.079 49.42 45.6 44.2 199.4 189.4 185.7 176.4 92.7 137.8 127.7 255.9 
BROCEIIDED wee siete p10.68.« =j5 + ¢ 1.086 49.91 45.8 44.3 200.7 189.9 187.6 177.5 93.1 138.0 128.5 258.9 
BA ROTI sin asd niSloreia ap ties 5 1.095 50.80 46.2 44.3 202.4 191.5 190.9 180.6 93.9 187.5 129.1 262.5 
TSIEN Gos. cent ee: te ete ce 1.095r| 50 .58r 46.0 44.3r) 202.4r} 191.87} 190.17; 180.2 93.5 137.4r| 128.5r) 261.2r 
Mare es: 2 2359).. RRR. 1.101 50.99 46 2 44.4 203.5 193.1 191.6 181 8 93.9 136 .3 128.0 261.2 
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It was the same as in January, but higher 
than during any other month since Feb- 
ruary, 1930. Since January, 1941, the 
work week has increased 14.9% and since 
August, 1939, 21.9%. 

Total man hours declined 0.4% from 
February to March, since the loss in em- 
ployment was greater than the increase in 
the average work week. The March level 
of 128.0 (1923=100) was 39.9% and 
94.5% more than in January, 1941, and 
August, 1939, respectively. 


EMPLOYMENT AND PAYROLLS 

The number of production workers em- 
ployed in the twenty-five manufacturing 
industries declined 0.8% in March. The 
employment index at 136.3 (1923=100) 
was lower than the average for any other 


month since May, 1942, but higher than 
during any month before then. Employ- 
ment gains have amounted to 21.7% 
since January, 1941, and 59.4% since 
August, 1939. 

Since the increase in weekly earnings 
exactly offset the decline in employment 
from February to March, total payrolls 
remained unchanged at 261.2 (1923=100). 
They were smaller than during January, 
1945, and the period from May, 1943, 
through June, 1944, but were larger than 
during any other month. March payrolls 
were 102.8% higher than those of Janu- 
ary, 1941, and 197.8% greater than in 
August, 1939. 


ExizasetH P. ALLison 
Division of Labor Statistics 


Use of Market Research 


Departments 


HE GREATER the sales of a manu- 

facturing concern, the greater the 
likelihood that the company maintains a 
separate market research department. This 
tendency toward relationship of sales to 
market research is revealed in a survey of 
274 companies recently made by Tue 
CoNFERENCE Boarp. 

Most companies with a sales volume of 
less than $25 million do not maintain a 
separate department. Once this volume 
is reached, however, maintenance of a 
separate market research department oc- 
curs in the majority of the companies. 
The tendency becomes much more pro- 
nounced for companies with sales volume 


Table 1: Use of Market Research 


Departments, by Sales Classes 


(8 Million) 


Not over 5 
5 to 10... 
10 to 25. . 
25 to 50. . 
50 to 100. 
Over 100. 

Total. . 


aOne manufacturing company haying 9 market research 
department does not report sales volume, 


of more than $100 million, with only three 
out of twenty-seven companies report- 
ing sales of this volume failing to main- 
tain a separate department. The excep- 
tions are a chemical, a petroleum, and an 


electrical machinery company. Of the 
twenty-four companies with separate de- 
partments, half are in either the food or 
petroleum industries. 


Table 2: Use of Market Research 


Departments, by Industry 


Industry Group Sepa- con 
rate et 
De- | Re- | Total 
part- search 
ment | De- 
part- 
ment 
Manufacturing 
Food and kindred products.| 16 T| 23 
Textile products and apparel] 6 8 | 14 
Lumber products, including 
TULHbUe: hte tee ene 2 ff 9 
Paper and allied products. . 6 Saye LE 
Chemicals and allied prod- 
tels: chaste acre ree ye 42 19 
Petroleum products.......} 9 4| 18 
Tron and steel and products. 8} 12]. 20 
Machinery, incl. electrical..| 21] 48 | 64 
Other manufacturing....... 20 | 27 | 47 
Total manufacturing...... 95 | 125 | 220 
Public Utilities 
Electric power and light....) 3| 17 | 20 
Other utilities, including 
Cransport.o. seine cease 3 6 9 
Retail trade 5] 20| 2 
Grand total..............] 106 | 168 | 274 


As might be expected, market research 
departments are more prevalent among 
manufacturing than among public utility 
or retail trade companies. About 43% of 
the companies in the manufacturing group 
have separate market research depart- 


ments compared with about 20% for both 
the retail trade and public utility compa- 
nies. Only five of the twenty-five retail 
concerns surveyed maintain such a depart- 
ment. 

Food and petroleum industries appear to 
lay greatest emphasis on market research, 
with a separate department maintained in 
sixteen out of twenty-three of the food 
companies and in nine out of thirteen of 
the petroleum companies. (See Table 2.) 


Amprose E. Rorprr 
Division of Business Practices 


Business 


Book Shelf 


A Million Homes a Year. By Dorothy Rosen- 

man. New York: Harcourt, Brace & Co. $3.50 
Many obstacles must be overcome to 
realize the postwar goals of better homes 
for more people. This comprehensive an- 
alysis concludes that persistent slashes 
must be made in every cost factor— 
money, land, construction, and taxes—to 
achieve this goal. 

The author is chairman of the National 
Committee on Housing. She singles out for 
special treatment the paramount ques- 
tions of redevelopment of slum areas, 
government assistance for the lowest-in- 
come families, and the expediency of 
home ownership. 

Mrs. Rosenman is adamant on two 
points. Slums must go and families at 
every income level must be decently 
housed. Private enterprise should be aided 
in achieving the former not only by the 
tool of eminent domain but also by mu- 
nicipal, state or federal subsidies to ab- 
sorb the excessive cost of slum lands. 
Private enterprise should be supplemented 
in achieving the latter by publicly financed 
housing for the lowest-income groups. The 
administration of public housing should 
be made a function of a housing division 
established within the regular framework 
of local government. M. B. 


The Taxation of Corporate Income. 
By Charles John Gaa. Urbana, Illinois: The 
University of Illinois Press. 285 pp. $4.00 

Net income is a changing concept both 

for tax purposes and for general account- 

ing. The author of this book has made an 
extensive analysis of the differences be- 
tween taxable net income and accounting 


net income as they have changed since 
1913. 
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All persons desiring to advocate a 
change in the definition of taxable income 
in the law should familiarize themselves 
with this book. Its discussions also give 
information useful to more complete in- 
terpretation of corporation income state- 
ments. 


The volume is conveniently organized, 
with two introductory chapters and one 
concluding chapter. All the other chapters 
are supplied with good concluding sum- 
maries. The book is well documented, 
though the notes are all at the end of 
the text. 


The accounting concept of net income, 
according to the author, has been moving 
closer to the economic concept, while the 
tax definition of net income has been ap- 
proaching that of the accountants. 


The following excerpts from the con- 
cluding chapter are significant: 


“Although there are some provisions and 
methods used in the income-tax system 
which are objectionable, most of the tax 
system conforms with accounting practice. 
Accountants and businessmen are indebted 
to the income tax for the recognition it 
contains of accounting. It has caused the 
adoption in business of correct account- 
ing procedures, in many cases... .” 


“Some of the criticism directed at the 
federal income tax is not altogether fair, 
because too frequently perfection is de- 
manded. Businessmen and accountants 
are as often guilty as is the tax system of 
inconsistency and the use of poor income 
determination methods; it is rather unfair 
to demand that tax provisions conform 
with generally accepted, satisfactory meth- 
ods when such do not always exist. 

ot EA OE 


Veteran Law Manual. New York: Com- 


merce Clearing House, Inc. $2.00 
This is a comprehensive handbook for 
everyone seeking factual information on 
veterans’ statutory rights and benefits. 


An informal discussion of veterans’ 
laws by subject is presented in the first 
of three sections entitled “Rights and 
Benefits.” The chapters cover reemploy- 
ment, readjustment allowances, loans, life 
insurance, taxes, education and other 
topics. Under each heading, the perti- 
nent provisions from all statutes are re- 
corded, as well as helpful comments and 
excerpts from official rulings and instruc- 
tions. 

Simple answers are provided to ques- 
tions frequently asked by ex-servicemen, 
employers and advisory bodies; 7.e.: “When 
is a veteran entitled to reinstatement in a 
former position?” “How does a veteran go 
about securing a loan?” “What provisions 
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are made for dependents of servicemen?” 
Also included is a summary of the Veter- 
ans’ Administration—the central govern- 
ment agency responsible for administering 
veterans’ affairs—and a directory of its 
regional offices and facilities. 

One hundred pages or more are devoted 
to reprinting twenty major statutes, in- 
cluding the “Servicemen’s Readjustment 
Act of 1944” (G.I. Bill of Rights), “Vet- 
erans’ Preference Act of 1944,” and “Sur- 
plus Property Act of 1944.” Inclusion of 
official rules and regulations issued by the 
Veterans’ Administration on the guarantee 
of loans for businesses, homes, farms and 
farm equipment completes this guide to 
veteran law. G. D. 


The Taxation of Intangibles in Missouri 
and the Other States. St. Louis: Govern- 
mental Research Institute, 769 Paul Brown 
Bldg. 103 pp. 


This volume will be of interest to tax- 
payers owning substantial amounts of in- 
tangible property that is taxed under 
state property-tax laws. It will be of in- 
terest to others who may be contemplating 
a change in domicile. It includes a good 
analysis of problems of intangibles tax- 
ation and describes the methods used by 
the various states. Summaries of the laws 
of the various states are presented in 


chart form. P. W. E. 


Social Security—Its Present and Future 
Fiscal Aspects. New York: The Tax Found- 
ation. 126 pp. Single copies supplied by pub- 
lisher free on request. 

This study is of particular interest for its 

estimates of social security taxes and 

benefit payments through 1960. Two sets 
of estimates are provided: (1) those cover- 
ing the social security system as it ex- 
isted in 1944, and (2) those that would 

have resulted from adoption of the 1943 

Wagner-Murray bill. While this bill was 

somewhat different from the bills recently 

introduced by Senators Wagner and Mur- 
ray and Representative Dingell, the esti- 
mates of this book will provide a useful 
background for estimating roughly the 
taxes and benefits that should be expected 
under the present bill. P. W. E. 


Shipbuilding Cost and Production Meth- 
ods. By William B. Ferguson. New York: 
Cornell Maritime Press. $3.00. 


World War II has produced a mass of 
literature on all phases of shipbuilding. 
This recent addition discusses manage- 
ment, both of men and of materials. Stress 
is laid on shipbuilding, as distinct from 
other construction work, though basically 
the shipbuilder faces universal problems— 
planning and production controls, and em- 
ployment of incentives to make the pro- 
ductive process operate at maximum effi- 
ciency. 
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The book emphasizes the practical 
rather than the theoretical and does so in 
broad strokes. The text contains many 
ideas on cost reduction, some of them the 
product of the author’s long experience 
as a consulting engineer. 

The language is salty and breezy, and 
so lucid that technicalities are readily 
within the grasp of the lay reader. Several 
indexes are supplied. T. W. 


Business in Print 


World Grain and Outlook, 1945. By H. C. 
Farnsworth and V. P. Timoshenka; statistical 
appendix by Rosamond H. Pierce. Stanford 
ete: Calif.: Stanford University; 319 pp. 

-00 


Since the wheat-studies series has been ter- 
minated, this volume marks a new venture—the 
analysis of world grain developments as a2 
whole. It is a comprehensive and detailed dis- 
cussion of world-wide developments in the pro- 
duction, movement and consumption of the food 
and feed grains. The approach is both regional 
and topical; a separate part of the book is de- 
voted to an analysis of the outlook and of future 
policy. A comprehensive statistical appendix 
composed of sixty-five tables is included. A.S. 


Wheat in the World Economy: A Guide 
to Wheat Studies of the Food Research 
Institute. ByJ.S. Davis, H. M. Gibbs, and 
E. B. Taylor. Stanford University, Calif.: 
Stanford University. $2.00 


This is a bibliographic and subject guide to the 
180 studies comprising the twenty volumes on 
wheat issued by the Food Research Institute 
since 1924. The Institute’s studies are a mine 
of information about developments in wheat 
production and consumption, as well as a source 
book of price and production statistics. They 
are essential materials for the student of the 
grains and other basic agricultural commodities. 
AS. 


Shared Taxes. By Leo Day Woodworth. 
Chicago: The American Municipal Association, 
1313 E. 60 St. 26 pp. $1.00 


This study is concerned primarily with taxes 
levied by state governments and shared with 
municipalities. The approach is fiscal rather 
than political and does not analyze the use of 
shared taxes as a device by which the states 
may control local activities. 

The author presents a fairly comprehensive 
outline in both text and tabular forms of the 
nature of shared taxes in the various statesin 
1944 and gives statistical data for 1942. The 
two-page bibliography covers state-local fiscal 
relations generally, including grants-in-aid as 
well as other intergovernmental relationships. 

P.W.E. 


‘‘What’s Ahead for the Farmer,” by J. G. Mad- 
dox, Harpers, March, 1945. A blueprint of 
peacetime alternatives for American agricul- 
ture, Faced with a rapidly developing tech- 
nology and a productive power already more 
than adequate for the most optimistic peace- 
time needs, American agriculture will run 
into serious economic problems after the war. 
Only full employment can assure an adequate 
market, according to the author. Four 
alternative courses for handling a surplus 
problem are examined. A.S. 
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Reconversion Pricing Policy 


ELAXATION OF CONTROLS over 
the strategic sector of prices has 
grown steadily more remote in the weeks 
following V-E day. The release of controls 
was begun promptly by the War Produc- 
tion Board.t Steps toward the decentral- 
ization of controls over wage policy were 
also initiated early in May by the National 
War Labor Board, and there were corre- 
sponding movements toward relaxation by 
the War Manpower Commission and other 
emergency agencies. 

In contrast, the Office of Price Adminis- 
tration® has already introduced the basic 
framework for a full-scale program of con- 
trols over reconversion prices and has 
asked for an extension of its statutory 
powers for at least eighteen months. 
Senator Wagner, Chairman of the Senate 
Committee on Banking and Currency, is 
reported to have stated that the necessity 
for price controls, especially for foods, 
may be present until 1950. 

The underlying philosophy behind the 
shedding of controls by WPB was force- 
fully stated: 


“The danger confronting us is that 
we will overlook the natural resilience 
of the economy—the capacity of manu- 
facturers, wholesalers, and retailers to 
readapt themselves to changed condi- 
tions and hence quickly to utilize the 
resources released from munitions pro- 
duction. If we were to attempt in 
Washington to see that every manu- 
facturer, wholesaler, or retailer got his 
exact share of released manpower or 
materials, we should be lost in a myriad 
of rules and regulations. We should get 
in the way of reconversion rather than 
speed it.” 


Shortly thereafter, Mr. Krug, in testi- 
fying before the House Committee on Ap- 
propriations, is reported to have stated 
that on the day the Japanese war is ended 


10f the 650 orders and schedules in effect on April 1 
1945, WPB had already revoked 156 by May 28. An addi- 
tional o — expected to be revoked by cgeme 
more will ala the material situation is eased b 
further Pllc in militery programs. See J. A. ae 
report on “War Production and Reconversion,” 
Release, WPB 8094. 

*Industries converting to peacetime production were per- 
mitted to fix wage standards by collective bargaining. 
See statement of WLB, May 10, 1945. 

3The majority report of the Senate Committee on Bank- 
ing and Currency holds that OPA has already begun its 
withdrawal of controls “with respect to certain luxury 
items and other goods which no longer need to be controlled 
in order to prevent the diversion of labor and materials.” 
This limited withdrawal came more than a year ago and in no 
way, reflects relaxation of controls as a reconversion policy. 

«“The possibility that food price and production controls 
might have to be continued as long as 1950” was mentioned 
by Senator Wagner, who added that this would depend or 
the length of the war with Japan. The committee has not 
made any plans for such a long extension of food price con- 
trol, he said. (Journal of Commerce, May 31, 1945, p. 15) 


the various controls of his agency would 
be eliminated. This statement was subse- 
quently qualified but the intent to termi- 
nate controls at V-J day remains un- 
changed* 


EXTENSION OF OPA 


The life of OPA, more than that of any 
other office of war control, is under the 
direct control of Congress. “The OPA has 
perhaps the most definite statutory basis, 
having passed from the Executive-order 
status to that of an agency set up and 
given powers and standards by special 
legislative act.’” Public attention has been 
currently centered on the extension of the 
Price Control Act, which will expire on 
June 30, 1945, rather than on the actual 
mechanics of reconversion pricing out- 
lined by OPA? 

Business comment has been largely con- 
fined to discussion of the extension of the 
act and the various amendments proposed, 
rather than to the validity and implica- 
tions of the recenversion pricing program." 
Labor quickly classified the program as an 
invitation to huge profits in consumers’ 
goods industries and maintained that its 
provisions were “completely one-sided be- 
cause it makes allowances to manufactur- 
ers for cost-increasing factors but com- 
pletely disregards cost-reducing advan- 
tages resulting from war experiences.” 


Arguments for Controls 


Most potent of the arguments mar- 
shalled by OPA for extension of controls 
is the continuance of inflationary pressures. 
The validity of extension was endorsed in 
the majority report of the Senate com- 
mittee, which held that this economic 
peril has never been greater than now. 
“Inflationary pressures are at an all-time 
peak. War on a gigantic scale still con- 
tinues. The stresses and strains of read- 
justments to a peacetime economy have 
still to be weathered.” Supporting evi- 
dence is to be found in the “inflationary 


See testimony, “Hearings before the Subcommittee of 
the Committee on Appropriations, House of Representa- 
tives, Seventy-ninth Congress, First Session, on the National 
War pease io cake for 1946,” pp. 656, 657. 

2John Maurice Clark’s “Demobilization of Wartime 
a Controls,” McGraw-Hill, New York, 1944, p. 73. 

hese mechanics are discussed in detail at a later point. 
The full text of the reconversion pricing program appears 
in OWI Release, OPA-5566, May 11, 1945, 

4An outstanding exception, however, was the story car- 
ried in the Journal of Commerce for M: wis and recurrent 
editorial comment in The New York Time: 

s’Comments by Boris Shishkin, AFL eoaastee American 
Federation of Labor Weekly News Service, May 15, 1945. 

“Extending the Emergency Price Contro and Stabiliza- 
tion Acts,” Committee print, June 3, 1945, p. 1. 


gap” of about $40 billion, in prospect for 
1945, in the continuance of large-scale 
deficit spending and in the growing threat 
that accumulated savings may actively 
enter consumer markets. “With these rec- 
ord-breaking savings to reinforce long de- 
ferred industrial and consumer demand, it 
is easy to see that it will take far more 
than a succession of cutbacks or the 
gradually returning flow of consumers’ 
durables to ease the pent-up pressures.” 
OPA has also drawn some extremely effec- 
tive parallels between the course of prices 
in the months immediately following the 
armistice of a generation ago, and what 
may develop if controls are relaxed at this 
stage currently.® 

The reconversion pricing policy inaugu- 
rated by OPA was designed to meet four 
major objectives: 


1. Continued prevention of inflation. 
Nearly half of the inflationary price rise 
of the last war came after the armistice. 
OPA’s intent to freeze prices at current 
levels may not be the best transition price 
policy or the best interim guide to a de- 
sirable postwar price level. “Thinking 
should be going on as to what is a desirable 
postwar price level and a desirable postwar 
wage level, with due regard to the prima 
facie advantages of accepting a level which 
comes about through the forces actually 
prevailing in the markets . . . . it would 
seem certainly desirable that the cost of 
living should not rise beyond 50% above 
the prewar level. 

“On the other hand, considering the 
24% increase we have had already and 
the fact that there are inequalities in the 
price and wage movement which has taken 
place, inequalities which can probably 
more easily be adjusted upward than 
downward, it would seem that there is 
little objection to an ultimate inflation of 
as much as 40% provided that the rise 
above the present 24% goes where it is 
most needed. If it goes according to bar- 
gaining strength, it may make current in- 
equities worse. If a 40% inflation were 
stabilized after the war, it would be a 
hardship on many holders of fixed incomes, 


but this might be a lesser evil than the 
1In contrast, labor economists have recently stressed 

the threat of a deflationary cP, of $13 billion. 
2Committee ipriat, op. cit., 


See the striking chart ek we submitted by OPA to 
the Senate Committee on Banking and Cu q Yosgys nt 
larly pp. 757 ff. of “Extending the oo iewing 


trol and Stabilization Acts of 1942, as Amended,” H 
before the Committee on Ban and C 


Ee 79th Congress, lat Session, ebruary 27. 
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Manufacturing Balance Sheet Returns, 1936-1941 
Source: Treasury Department 
Millions of Dollars 


Number of Returns Net Worth! 


Sales and Receipts from | Compiled Net Profit or 
Net Loss? 


rations 


Year 
Net No Net Net No Net Net No Net Net No Net 
Income Income Income Income Income Income Income Income? 
TOTAL MANUFACTURING 

ae ae A ee FETE RoE a ea are ele Rear ae 
VOSS: es 44,193 41,157 33,827 4,640 46,046 8,117 3,963 326 
ht arene 40,519 44,955 36,129 5,110 49,717 10,578 4,082 396 
SB. 02 >| 93,044 49,111 28,531 12,729 32,930 16,458 2,407 792 
ey 41,946 38,914 37,188 5,251 48,447 8,026 3,926 355 
{1 Uae 45,933 34,265 49,807 3,356 58,972 6,051 5,604 291 
41........| 56,165 22,480 47,147 1,250 87,353 2,861 10,457 147 


TOBACCO MANUFACTURING 


188 817 25 1,165 Q7 1 
189 824 28 1,244 36 127 2 
182 829 33 1,235 37 124 2 
164 850 21 1,279 28 129 1 
145 864 29 1,373 25 145 5 
104 870 16 1,544 19 166 1 
TEXTILE-MILL PRODUCTS 

Ls ee 3,815 3,499 2,212 520 3,463 878 217 41 
Cy ae 2,938 4,190 1,993 825 2,921 1,476 160 66 
“Sila SP hail 1,795 2,995 1,273 1,170 1,747 1,387 79 98 
BON jes 2,530 2,069 2,072 417 3,111 705 189 35 
BOGS. 4:)..1' 2,680 1,961 2,189 349 3,425 723 229 34 
Ath sixics, 3,641 911 2,737 65 5,804 169 569 8 

APPAREL AND FABRIC PRODUCTS 
1986....<.... 3,532 4,004 478 71 1,723 497 56 12 
ieee. 2,695 4,624 391 139 1,404 779 32 17 
Girne: oc). 2,798 5,184 345 205 1,239 806 29 26 
SEO sci a: 2 3,647 4,277 458 98 1,709 586 51 16 
Sige «| | #112 3,820 507 83 1,926 532 59 14 
Blaine «ee 5,610 2,589 675 29 2,990 284 132 vf 

STONE, CLAY AND GLASS PRODUCTS 
SSG. = 1,705 1,822 1,225 239 1,098 175 150 16 
Bilbstes shave 1,639 2,045 1,318 242 1,263 209 160 16 
BR sty. ei 1,358 2,030 1,116 398 904 273 88 23 
Soa. ! 1,741 1,586 1,338 225 1,290 178 157 11 
reiatee: <'s 1,407 1,494 134 1,530 130 213 12 
—sp ANE 972 1,599 65 2,164 74 


AUTOMOBILES AND EQUIPMENT 
goons... 347 356 2,326 92 4,494 152 431 11 
alo 366 393 2,544 103 4,434 194 417 13 
SPER said is « 357 559 1,672 959 1,882 1,006 206 58 
LO ae 442 376 2,583 139 3,325 227 385 17 
io Sea 491 276 2,872 75 4,536 115 577 9 
leas.» 33% 532 167 3,310 18 6,388 43 851 3 
METAL AND ITS PRODUCTS! 
1936........| 10,146 7,766 9,226 1,271 9,977 1,973 1,100 66 
37........| 10,198 8,054 10,492 832 13,570 1,231 1,362 66 
BEE oe «2:3 6,705 10,164 7,274 3,968 6,896 3,582 573 213 
=) 9,619 7,339 10,295 1,512 11,822 1,757 1,095 89 
BE. ae ss 11,237 5,538 12,049 507 17,072 850 2,063 46 
41........| 18,299 3,141 14,196 147 28,693 320 4,612 26 
CHEMICALS AND ALLIED PRODUCTS 
Pt sc < > » 3,120 3,092 2,931 209 3,383 255 469 17 
Bie .cess oe 2,980 3,240 3,230 245 3,706 326 454 17 
RA oe 2,707 3,585 3,256 458 3,124 463 339 28 
UR ee 3,262 3,030 3,773 194 3,910 250 547 17 
re 3,379 2,933 3,977 145 4,476 212 682 15 
Mitisenice cf) 4,078 1,970 4,398 105 6,101 122 1,014 10 


Note: Data for 1936 and 1937 are not exactly comparable with that for later years because of the adoption of the Stand- 
ard Industrial system of classification in 1938. 
1Net worth has been taken as the sum of total stock, surplus and individual profits, surplus reserves, less deficits. Since 
lus reserves were included in “other liabilities” in 1936 it was not possible to include it in net worth. 
Includes intercorporate dividends. . Net loss or deficit. 7 
‘Includes the major metal groups (excluding automobiles): iron and steel, machinery, electrical and nonelectrical, 
nonferrous metals, and transportation equipment. 


disturbances which would result from fore- 
ing a deflation back to the prewar level.” 


2. Full production. OPA frankly admits 
that the best of all controls is speedy ex- 
pansion of production. “Prices must not 
stand in the way of manufacturers who 
are anxious to make products for which 
the public is eagerly waiting.’” 


3. Full employment. This objective as 
a basis for reconversion pricing has met 
with considerable challenge, as exemplified 
by editorial comment in The New York 
Times: 


“Production and employment are two 
sides of the same coin. If we have ‘full 
production’ high-level employment will 
take place simultaneously. ‘Full employ- 
ment’ can be achieved independently of 
high production only if we engage in 
nonproductive government make-work 
projects or by spread-the-work pro- 
grams. It certainly would not seem to 
be a major objective of OPA price 
policy to achieve this latter type of 
‘full employment.’ Therefore Mr. Bowles 
must have had reference to the employ- 
ment which accomplishes high-level pro- 
duction. The establishment of ‘full em- 
ployment’ and ‘full production’ as sepa- 
rate goals is meaningless and can only 
confuse the issue.” 


Pertinent, also, are the observations of 
Clair Wilcox, formerly price executive, 
made some months prior to the enunci- 
ation of reconversion pricing policy: 


“« |, . It is not the responsibility 
of OPA, affirmatively, to guide the 
transition from war to peace. It is the 
responsibility of that Office, negatively, 
to remove any obstacles that its con- 
trols may have placed in the way of that 
transition. If a structure of prices con- 
ducive to full employment and appropri- 
ate to an economic allocation of re- 
sources is to be achieved, without public 
intervention, the forces of the market 
must be given freer rein. Some prices 
must be allowed to rise, while others 
fall. A moderate increase in the gen- 
eral level of prices may be required. 
And this movement may safely be per- 
mitted; as long as control is retained, 
it need not get out of hand.’ 


4, Relaxation of price controls. The 
criteria and time schedule for the relax- 
ation of controls may well become the 
center of bitter dispute, after the exten- 
sion of the price control act has been se- 
cured. Little if anything is to be found 
in the hearings or in the press releases to 
date which clarifies this problem. OPA 
has simply promised that controls will be 


Yohn M. Clark, “Demobilization of Wartime Economic 
Controls,” pp. 110, 111. 

2The degree to which the proposed reconversion pricin; 
policy may actually hinder full production is romadered 
under “Probable Consequences,” p. 215. 

*The New York Times, Wednesday, May 16, 1945, p. 18. 

4See his “Price Control Policy in the Postwar Transition,” 
American Economic Review, Proceedings, May, 1945, p. 171. 
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relaxed just as soon as they possibly can 
or when supply and demand are brought 
into equilibrium, or “as fast as the need 
for them ends.” Thus, the statement set- 
ting forth reconversion pricing avows that 
“there is no desire for controls for con- 
trols’ sake. Price ceilings are stop-gap, 
stabilizing, wartime controls. We will 
drop these ceilings in any industry just 
as rapidly as conditions permit.” 


The Senate committee could offer little 
more on this score than the assurance it 
had received from the price administrator 
“that price controls will not be continued 
any longer than necessary. As inflationary 
pressures subside, as production comes 
into balance with demand, controls will be 
removed—as they were imposed—on a se- 
lective basis.” 


These open-end promises of relaxation 
form a poor basis for forward planning by 
American business. Prices are too signifi- 
cant a determinant of business activity 
and of production for market to be dis- 
missed without more specific assurance of 
future policy. Administrative decisions 
regarding relaxation “on a selective basis” 
may not make for confidence in the course 
of future prices. In fact, the minority re- 
port of the Senate Committee on Banking 
holds that OPA already “has brought 
many people in our economic organization 
to a point where they cannot operate with 
any confidence or assurance.” 


Some suggestions have already been 
made for realistic quantitative tests to be 
applied in determining the course of re- 
laxation. Clark, for example, has sug- 
gested criteria for two kinds of action, 
complete removal of ceilings and condi- 
tional suspension. Ceilings would be re- 
moved when the price has remained below 
the ceiling by, say 10%, for three or four 
months, or when the industry has been 
below capacity for a given number of 
months. Conditional suspension would 
carry the provision that the ceiling could 
be reimposed if the price should later rise 
to ceiling level, with a chance for inquiry 
that might adjust the ceiling. “ . . . Com- 
plete removal would not take away the 
right to reimpose a ceiling but would make 
it extremely unlikely.” 


A statement on national policy by the 
Research Committee of the Committee 
for Economic Development proposes that 
“within six months after final victory, the 
Director of Reconversion should review 
all controls and should, not later than six 
months after victory, remove all remain- 


1OWI release, OPA 5566. 


*Committee print, p. 7. In the citation “demand” has 
been substituted for supe the original statement is 
obviously a typographical error. 

*Minority views, Senate Committee on Banking and 
Currency, June 4, 1945, p. 3. 


‘Clark, op. cit., pp. 150-151. 


ing controls not clearly necessary beyond 
that date.” This statement, while not 
wholly adequate, is superior to the sug- 
gestion by OPA, since a time limit is set 
for the examination of controls. 


Opposing Views 


Opposition to the extension of the Price 
Control Act has been summarily character- 
ized by Mr. Bowles as no more than “pro- 
posals to abandon the policy: of stabiliza- 
tion, which if heeded, would deliberately 
be embarking on a program of steadily 
higher and higher prices.” Proposals for 
change in OPA policy and regulations are 
likewise characterized as basic revisions, 
which, without admitting the purpose, are 
designed to wreck stabilization, or to 
amend thé present pricing standards in 
only minor respects, or to limit extension 
of the stabilization laws “which would be 
disastrous.” 

In all fairness to those individuals who, 
in good faith, have opposed the extension 
of price controls or have proposed signifi- 
cant alterations in policy, the major argu- 
ments advanced by them deserve a hearing 
in an atmosphere of greater calm and less 
heat. Without in any way endorsing the 
views set forth and with due recognition 
that in digest form some of the arguments 
advanced cannot be more fully developed, 
the major counter proposals to the exten- 
sion of price control or to the announced 
reconversion pricing program are briefed 


below. 


MAJOR COUNTER ARGUMENTS 


First and foremost of the arguments is 
that price and the forces of competition 
should be permitted to resume the leading 
role they have always played in our econ- 
omy. Traditionally, price has acted as the 
regulator of production and consumption. 
Where unfilled consumer demand caused 
price rises, these price rises in turn stimu- 
lated production to satisfy the increased 
demand. Similarly, where falling prices 
were indicative of lack of demand, re- 
sources were withdrawn to be employed in 
more profitable fields, 

Prior to the war, this argument con- 
tinues, our price system, though admitted- 
ly not perfect, did distribute goods and 
services roughly in conformity with con- 
sumer demand. OPA’s prime objective 
should be to rely increasingly in reconver- 
sion upon the free-market economy. In 
essence, this school holds that slight 
price increases in shortage areas would 
actually reduce inflationary pressures 
through expanded production. The net 


1Statement of Chester Bowles, Price Administrator, to 
the House Banking and Currency Committee, June 4, 1945. 


cost to the national economy of these price 
increases would be less than those arising 
from the resort to black markets. 

As set forth by one student of the influ- 
ence of price control on food production, 
this argument is stated as: 


“One thing urgently needed is a pro- 
jection through the entire country of 
how efficiently the automatic price sys- 
tem functions without government con- 
trols. Such a system effectively stimu- 
lates production where needed. Where 
necessary, such a system, through higher 
prices controls consumption with the 
least damage, causing, for example, fod- 
der and feed grain to be used as among 
eggs, milk and meat, in those directions 
where they will produce the most ur- 
gently needed and nutritionally most 
valuable foods. The full story of the 
advantages of free markets and their 
automatic rationing has not yet been 
grasped by OPA.” 


Control from Washington 


Continued centralization of price con- 
trol in Washington is closely allied with 
this first objection. If OPA is to retain 
control over price determination in re- 
conversion, it will be incumbent upon 
that agency to make advance estimates of 
production costs and market demand. Such 
centralization will not produce the speedy 
results characteristic of control by busi- 
nessmen. The resultant confusion and de- 
lays will only hamper production. 


Imperfect Parallels 


Parallels with World War I so effec- 
tively drawn by OPA are found open to 
the objection that conditions are not the 
same now. Reconversion in this war will 
come in two stages, the first after V-E 
day and the second after V-J day. Re- 
conversion after the last war was not so 
staggered; it.came upon us with a sudden- 
ness that caught everyone unprepared. 
Currently, we are better prepared, psycho- 
logically and physically, for reconversion. 

Production in this war, vastly exceeding 
any previous performance, has been ac- 
complished with only a relatively small 
increase in price. In World War I, produc- 
tion was increased only 25%, while whole- 
sale prices increased 88% over 1914. The 
reconversion policy applicable to this era 
is not necessarily the one that would have 
proved most beneficial a generation ago- 


Faulty Criteria for Relaxation 


The announcement of reconversion pric- 
ing policy has been held particularly inept 
in its treatment of criteria for relaxation 
of controls. Its only suggestion on this 
score is that ceilings will be dropped “in 
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any industry just as rapidly as conditions 
permit.” This appears to mean that con- 
trols will be removed as soon as the supply 
coming upon the market is sufficient to 
keep prices at the ceiling. 

If that is what is meant, fundamental 
economic interrelations of demand, supply 
and price are overlooked. Admittedly, 
such interrelationships do not function un- 
obstructed in our economy. But as The 
New York Times recently stated: 


“Prices normally reflect underlying 
economic conditions. They give con- 
sumers and producers valuable signals. 
The result is that when prices change 
they are accompanied by adjustments in 
supply and demand. Supply, demand 
and price must be considered together. 
It is meaningless to talk about adjust- 
ments of supply to demand without 
relating both to price. If this adjust- 
ment is attempted at a price which is 
too low, the accompanying maladjust- 
ments can be just as serious as those 
which would attend an excessive price 
SR esp fame 

“The use of this criterion [until pro- 
duction comes into balance with de- 
mand] for decontrol necessarily assumes 
that existing frozen prices are desirable 
ones. It sanctifies wartime prices and 
implies that they are the right prices 
merely because they are already set. 
This is certainly a questionable assump- 
tion. While they may have reflected 
the underlying supply-demand situation 
at the time they were fixed, fundamental 
conditions have changed so markedly 
that, in many instances, these fixed 
prices will have little significance. In 
fact, these prices are highly abnormal. 
An attempt to adjust the entire transi- 
tion and postwar economy to this price 
structure seems certain to create more 
difficulties than would develop if the 
alternative, which is price adjustment, 
were adopted. Thus while this criterion 
for abandoning price control probably 
can be useful in some cases, it cannot 
be the sole test or the most important 
one in many others.” 


War and Reconversion Economies 


OPA plans to apply pricing standards 
developed under an expanding war econ- 
omy to an economy finding its way back 
to peace. Wartime standards are no longer 
applicable, it is maintained, to enterprise 
facing the hazards of reconversion. 

During the years 1941-1944, rising war- 
time demand encouraged the use of any 
and all resources. Costs were secondary 
considerations. Resources freed by restric- 
tion of civilian industries were quickly 
shunted into war production. Substitute 
high-cost materials and labor could be 
employed with little consideration of mar- 
ket price. 

1Editorial, June 10, 1945. 


During reconversion the influence of 
these factors will be steadily diminished. 
Resources will be increasingly released 
from war production. More and more men 
will return to civilian life rather than 
depart for the Armed Forces. Their re- 
turn to productive use will depend largely 
upon a workable price policy—one that 
considers the situation as it exists today, 
not as it was in 1942. OPA will not be 
able to count upon volume production 
either to offset faulty price ceilings or to 
absorb resources, as did the war emergency 
without consideration of cost-price-sale 
ratios. 


Minority Committee Views 


In summarizing the major objections to 
extension of the acts without amendment, 
the Senate Committee Minority Report 
holds that price control policies of OPA 
have: 


“(1) discouraged production in this 
country and have seriously hampered 
the proper distribution of food and other 
commodities that otherwise would be 
available to the public; (2) have forced 
many legitimate small processors and 
distributors out of business and brought 
black markets into existence and (8) 
if continued will hamper recovery and 
reconversion and cause serious unem- 
ployment.” . . . 

“The difficulty with the freeze theory 
is that it freezes injustices as well as 
fair wages and prices, and ignores the 
fact that increased prices and wages are 
sometimes necessary to increase produc- 
PLOT cake 

“The claim that any increase in prices 
at this time will start an increasing 
spiral of inflation is wholly unsound; 
there will be and should be some in- 
crease, because prices are out of line 
with costs. But as soon as cutbacks 
occur and materials and manpower be- 
come available, the price of some com- 
modities will drop. . . . Increased pro- 
duction should soon bring a supply of 
many articles which will cause normal 
prices. But the continued squeeze of 
processors will so interfere with supply 
that we can never get prices down or 
get rid of controls.” 


OPA’s Reconversion Policy 


As outlined in the statement of policy 
to be followed by OPA during reconver- 
sion, a manufacturer turning from war 
work to civilian goods will face one of four 
price situations. 

He may return to the production of 
goods which were curtailed by the war 
but which continued to be manufactured 
by some firms. Again, he may return to 
the fabrication of some commodity which 
he made prior to the war but which has 


been entirely out of production during the 
war. Thirdly, he may contemplate manu- 
facturing new models of the same product 
he made before the war. 

“In these three cases, ceilings already 
exist,” OPA states, “usually at the March, 
1942 level.” Hence, the producer will not 
have to wait for OPA to set a price for 
him. He can determine it himself. 

In the third instance where a new model 
is brought out, new ceilings will have to 
be calculated. Pricing methods to be used 
will be forthcoming in amendments to 
OPA regulations to be issued shortly. It is 
expected that these amendments will be 
similar to MPR-188, which attempts to 
set “prices in line with existing ceilings.” 

The fourth problem—the case of a 
manufacturer making a product he has 
never made before—OPA feels can be han- 
dled in the same manner in which ceilings 
were set prior to V-E day for manufac- 
turers making a product for the first time. 
Such ceilings will be set “in line with those 
of his competitor for the most nearly com- 
parable product.” Small manufacturers 
will have their cases handled in field 
offices in order to have decisions made 
quickly. 


INDUSTRY-WIDE ADJUSTMENTS 


Reconverting industries that request 
a reexamination of their ceiling prices will 
have their case determined in the follow- 
ing manner: 

1. Costs and prices of the last normal 
production period, usually 1941 or some 
part of it, will first be ascertained. 
The exact period selected will be signifi- 
cant because prices in some industries 
rose rapidly during 1941. The Bureau of 
Labor Statistics index of wholesale prices 
stood at 81 in January of that year 
compared with 94 in December. 

2. Upward adjustments will be made 
for increases in two components of 1941 
costs: “lawful increases in materials 
and parts prices; and, second, lawful 
increases up to this time in basic 
wage-rate schedules of factory workers.” 
To the 1941 costs thus adjusted, “the 
more nearly representative peacetime 
margin received in 1936-1939 will be 
added, in place of 1941 margins.” 

3. The excess of this constructed price 
over 1941 price, when expressed as a 
percentage figure, is designated as the 
industry-wide “increase factor.” Any 
manufacturer in the industry can then 
increase his 1941 price by this percent- 
age figure. His 1941 price thus adjust- 
ed or the existing ceiling price whichever 
is higher becomes the legal ceiling. 


A manufacturer introducing a new 
model will first adjust the prices of the old 
model by the use of this “increase factor.” 
This adjusted old-model price will be then 
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used as the basis for arriving at the price 
of the new model. As yet, it is not clear 
how this second adjustment is to be made. 


Increase Factors 


A definite plan for computing “increase 
factors” has not yet been released. But 
OPA is prepared to compute “increase 
factors” either on the basis of data already 
collected by the government or to make 
quick surveys of industries at the request 
of businessmen. 

Where the application of the industry- 
wide “increase factor” does not result in 
appropriate ceilings for individual firms, 
OPA provides for “increase factors” on 
the basis of the experience of individual 
firms. Standards will be announced shortly 
by OPA. 

An alternate method is available for 
small manufacturers (firms who did less 
than $100,000 annual business in 1941 and 
anticipate less than that in the first year 
after reconversion). They will be permit- 
ted to increase their 1941 labor and ma- 
terial costs as described above but in ad- 
dition, they can add as a profit margin 
whichever is higher of (1) their 1936- 
39 profit margin on sales or (2) one-half 
the industry’s 1936-39 profit margin 
on sales (as announced by OPA). Smaller 
firms may also use the industry-wide “in- 
crease factors” if they wish. 

Perhaps the most glaring omission of 
OPA’s reconversion pricing policy is that 
relating to new products. While pricing 
methods for new models are provided, 
evidently OPA is unprepared to price ar- 
ticles which have never before sold in 
civilian markets—products that were de- 
veloped for war use. No ceilings exist for 
these products. 

In this connection, firms manufacturing 
industrial specialty products may find 
themselves hard hit by the rigid pricing 
formula. Long and expensive research, 
coupled with a low percentage of success- 
ful projects, makes it imperative that 
such firms make a relatively high unit 
profit on their sales. To remain in the spe- 
cialty field such firms must continue to 
embark upon the development of new 
products and engage in long and costly 
research. Price levels must be maintained 
so that these firms may recover the ex- 
pense of creation, research and develop- 
ment, and continue such activities for the 
further advancement of the industrial 
arts. 

All new products developed during the 
war will not, of course, have uses in our 
civilian economy. But many will. This is 
not a minor, isolated problem,’ as can be 


See “Wartime Technological Developments,” a study 
made for the Subcommittee on War Mobilization of the 
Committee on Military Affairs, U. S. Senate, May, 1945. 


seen from the Senate report on new prod- 
ucts, methods and materials developed dur- 
ing wartime. 


OPA’S BASIC ASSUMPTIONS 


OPA’s policy rests upon three major 
assumptions. First, OPA believes that la- 
bor productivity has so increased that cur- 
rent wage rates are justified or desirable, 
and are to be incorporated, without 
change, in reconversion prices. Secondly, 
a volume of production greater than in 
1941 “will make possible reduced selling 
expenses for many manufacturers.” Third- 
ly, so far as can be determined at present, 
the amount of profit per unit in 1936-39 
is deemed “representative” for purposes 
of reconversion pricing. 

The first and third of these assumptions 
are of at least questionable validity, and 
the more so since they are based on a prior 
assumption of conditions of full produc- 
tion. 


Labor Productivity 


The extent to which productivity per 
worker has increased during the war is 
highly controversial. Drastic changes in 
the character of production during the war 
have upset the conventional indexes. A 
study of “Trends in Productivity” by the 
National Industrial Conference Board 
found that output per man hour during 
1943 in nine out of twenty-five civilian 
industries was below the 1939 level. Es- 
timates by the Bureau of Labor Statistics 
of productivity in 1944 indicate a con- 
tinuation of this trend. Essential nonwar 
industries—like cane-sugar refining, cement 
and flour—were still producing fewer units 
per man hour in 1944 than five years 
earlier. 

Nevertheless, OPA finds justification for 
its tight profit margins in increased pro- 
ductivity: 


“In many cases, moreover, labor pro- 
ductivity will soon be higher than be- 
fore the war. Before the war, labor pro- 
ductivity in manufacturing was increas- 
ing at the rate of three per cent or more 
a year. We have learned many lessons 
in production during the war. While the 
full effect of these developments may 
not be immediately felt, the potential 
for lowered production costs is enor- 
mous.” 


Whatever the course of output per man 
hour, the available indexes do show a sharp 
rise in unit labor costs of civilian industries 
during the war. Irrespective of the course 
of production per man hour, manufactur- 
ers have been operating under increased 
unit labor costs. In all of the twenty-five 

“The Business Record, February, 1945. 


industries investigated in the March issue 
of The Business Record, labor costs for 
each physical unit produced was higher in 
1943 than in 1939. The Bureau of Labor 
Statistics reports that during 1944 practic- 
ally every industry studied experienced 
even higher unit labor costs. 

OPA has overemphasized increased 
physical productivity and played down 
increased unit labor costs. Straight-time 
average hourly earnings, excluding pre- 
mium pay for overtime, increased approxi- 
mately 37% from January, 1941, to Febru- 
ary, 1945. This increase is based upon the 
distribution of 1939 employment, and 
hence does not reflect the shift that has 
taken place to higher-paying industries. 
Profits are still tied to 1936-39 relation- 
ships, while labor .costs are moved for- 
ward to May, 1945. 


Volume Production 


It is fairly evident from its statements 
that OPA has based its reconversion pric- 
ing policy upon volume production. After 
describing the manner of industry-wide ad- 
justments, OPA holds that “the ceiling 
prices finally arrived at after industry- 
wide review has taken place will afford 
most firms a prospect of a good profit with 
volume operations.” This will be possible 
because “as production volume rises above 
the 1941 level, the higher volume will be 
reflected in lower unit costs.” 

It is axiomatic that high production 
within certain limits yields lower unit 
costs. The pertinent question here is 
whether high production will be achieved in 
the months immediately ahead for which 
the reconversion pricing program is de- 
signed. Volume production in numerous 
reconverting industries will not be reached 
for many months.* 

Recent estimates by WPB of reconver- 
sion to all-out operations reveal that in 
many industries full-scale reconversion will 
take much longer than was first expected. 
This is particularly true of the automotive 
industry, the most important of seventy- 
two groups surveyed by that agency. 

Eight months will elapse between the 
cancellation of military orders and the 
break-even point for that industry. To 
reach capacity production, fully fifteen 
months will be required. While not speci- 
fying unit price or price level, WPB esti- 
mates break-even production at the quar- 
terly rate of $620.5 million and “all out” 
production at $1,127.4 million. The break- 
even point estimated by WPB appears to 
be above actual 1939 operations, with no 
correction for price changes. Factory sales 
of passenger cars averaged $454.1 million 
a quarter during 1939. 

See American Industry Reconverts,” this issue, p. 193 
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Firms manufacturing mechanical re- 
frigerators will require six months to reach 
the break-even point and a year for “all 
out” production. 

In addition to the time elapsing before 
capacity production, the meager profit 
margins allowed under this plan make it 
seem likely that “a good profit,” as fore- 
cast by OPA for many industries, will not 
soon be forthcoming. While OPA pro- 
vides that in applying for price adjust- 
ments, 1936-39 profit margins will be used, 
unallowed increases in costs other than 
materials and labor make it doubtful 
whether industry will be able to reach even 
that level* 


Adequacy of Margins 


The years 1936-1939 were chosen as be- 
ing representative because that period is 
designated for tax purposes as one of the 
bases for measurement of excess profits. 
In the application of the excess-profits 
tax, however, relief clauses are provided, 
since it is realized that those years are 
not normal for every enterprise or industry. 
In the past, OPA has not afforded relief 
to individual firms where industry earnings 
remain “normal.” Rigid application of the 
1936-39 margin is apparently to be con- 
tinued where a firm or industry seeks ad- 
justment of a price ceiling during recon- 
version. 

The constructed OPA price allows in- 
creases in only two cost items, labor and 
materials. In permitting only the 1936-39 
profit margin, it fails to consider increases 
in other costs. Many firms selling their 
entire war output to a single customer, 
namely the government, have undoubtedly 
reduced their selling expenses. This will 
no longer apply when these firms begin 
competing for peacetime markets. A re- 
cent survey of 164 companies by THE 
ConFrERENCE Boarp reveals that 40% ex- 
pected postwar sales costs to be higher 
than prewar. In the case of firms manu- 
facturing office and store machines, and 
sewing machines—important reconverting 
industries where selling, delivery and ad- 
vertising expenses were an important 
component of the sales dollar in prewar 
years—refusal to allow for increased costs 
entailed in reestablishing civilian markets 
may involve these companies in financial 
difficulties. 

The financial situation for selected 
groups in manufacturing during the years 
1936-1941 is summarized in Table 1, which 
breaks down financial data into net-income 
and no-net-income groups. During the 
base period 1936-39, more than 50% of 
manufacturing corporations failed to re- 
turn any income. In 1941, the year which 

See elaboration of this theme under next section. 


OPA proposes to accept as a starting 
point for the determination of reconver- 
sion pricing, fully 22,000 manufacturers 
had deficits. As late as 1944, Roy Blough, 
Director of Tax Research of the Treasury, 
stated that “in the fiscal year 1944, 476,- 
000 corporation income-tax returns were 
filed. Of this number, 264,000 were subject 
to income tax,” or only a little more than 
half of all companies.* 

This statement does not support Mr. 
Bowles’ assertion that “a few companies” 
operated in the red during 1944 and the 
first quarter of 1945.7 Mr. Bowles’ state- 
ment that “firms responsible for 25% of 
our output of goods in 1936-39 did business 
at a loss” is true, but it does not state the 
facts fully. It should be realized that 
nearly 60% of all corporations incurred 
deficits during the base period. 

Sales conducted at a loss averaged 
nearly $11 billion during the base period, 
about one-fifth of all manufacturing sales. 
Nearly the same proportion, about 17%, of 
the stockholders’ equity failed to earn in- 
come during 1936-39. At that rate of 
operation, unemployment averaged 8 mil- 
lion. 


Probable Consequences 


To appraise the probable effect upon 
corporate income of OPA’s reconversion 
pricing policy, a contrast is drawn between 
it and OPA’s major pricing policy during 
wartime based upon the industry earnings 
standard. This standard is applied when 
an industry seeks an increase because its 
prevailing ceiling is too low to be generally 
fair and equitable. In essence, the indus- 
try earnings standard provided for such 
an increase only when the return on net 
worth before income taxes for an entire 
industry fell below its normal peacetime 
return, usually the base period 1936-39. 
Increases in ceiling price which would en- 
able an industry to return more on net 
worth than its 1936-39 average were not 
permitted. On the other hand, according 
to James F. Brownlee, Deputy Adminis- 
trator for Price: “ . . . OPA never reduces 
prices merely because it considers profits 
are large. Its orders from Congress are 
to control prices—not to control prof- 
its 

Since the basic pricing standards are to 
be maintained, relief for individual firms 
may not be forthcoming as long as over-all 
profits for the industry are satisfactory. 
However, there may be a change of policy 
in this regard, for it seems that in recon- 


Address before the annual symposium on Accountin 
and Taxation of the North Carolina Association of Certifi 
— Accountants at Chapel Hill, N. C., November 17, 


*The Wall Street Journal, June 5, 1945. 
%Senate Hearings, op. cit., p. 106. 


version pricing “individual-firm adjust- 
ments may be made by the field offices in 
accordance with standards to be an- 
nounced shortly.” 

As a secondary criterion, the product 
standard remains intact. Under this stand- 
ard, a multiproduct industry will not be 
granted relief so long as out-of-pocket costs 
of the industry are covered generally for 
each particular product or line of prod- 
ucts. 

Under the industry earnings standard, 
an industry can apply for relief on two 
counts. The first applies where costs 
have so cut into profit that return on net 
worth falls below the 1936-39 average. Al- 
lowed costs have been those ordinarily in- 
curred in the operation of a business, with 
some exceptions. Secondly, where net 
worth has so increased that the ceiling 
price does not permit the same return on 
net worth as in the base period, OPA will 
consider a higher ceiling. Little weight 
was given by OPA to the return on 
sales. 

Under the new industry-wide adjustment 
formula, OPA will be setting prices with- 
out regard to the return on net worth? 
As stated previously, where the industry 
seeks adjustment of its 1941 price, the 
new price will be constructed by adding 
to 1941 costs, adjusted for increases in 
labor and materials, the 1936-39 profit 
margin on sales. Thus, in cases where an 
industry is able to earn the same unit 
profit as in 1936-39, its return on net 
worth will depend essentially on the vol- 
ume it achieves. It is not likely that in- 
dustry will be able to increase its income 
by increasing its profit margin. 

During the throes of reconversion the 
1936-39 return on sales or on net worth 
may not be achieved. Restrictions on men 
and materials will not permit reconverting 
industries to attain volume production. 
Consequently, overhead costs per unit 
will be high. Since the formula does not 
permit price increases on the basis of in- 
creased costs other than labor and materi- 
als, increased overhead costs will cut into 


“However, it had been our consistent policy and pro- 
cedure from the very beginning to follow accepted account- 
ing practice in our determination of costs even though it 
was not until June of 1944 that it was made mandatory 
under the Act.” (Paul M. Green, Deputy Administrator for 
Accounting of OPA, March 21, 1945, Senate Hearings, 
op. cit., p. 599-602.) Under this rule, two cost items deduct- 
ible in arriving at taxable income have not been permitted 
by OPA: percentage depletion and amortization of emergenc 
facilities. Income taxes have never been considered by OPA 
in setting price ceilings, OPA later assured the Senate com- 
mittee “that maximum prices for coal had been fixed in the 
past on a district basis by a method which took into account 
the average depletion actually charged in 1942 by all the 
mines in such district whether sustained depletion or per- 
centage depletion.” See Senate committee majority report, 
p. 10. 

2The announcement of the reconversion pricing program 
states that “the formula is designed for initial industry- 
wide review of ceiling prices of reconversion products in 
cases where the industry requests such review. It is not an 
alteration of our basic pricing standards. It is devised 
merely to meet a situation in which these standards cannot 
be applied because actual cost data are lacking.” 
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the profit margins.’ In view of the neces- 
sity for industry to rebuild sales organiza- 
tions, to extend credit, and to carry wider 
assortments in its inventories, such cost 
advances are highly probable. 

Small profit margins may endanger the 
working capital position of individual 
firms. At the same time that high wage 
rates and material costs must be paid, in- 
dividual firms will also have to make good 
deferred maintenance and replace equip- 
ment unobtainable during the war, as well 
as provide for expansion. Peacetime in- 
ventories must be rebuilt. In all likelihood, 
tax payments will exceed current accruals. 
Such cash drains, if of a sizable and per- 
sistent nature, may put many individual 
firms in a precarious position.” 

An outcome such as this would handi- 
cap industry’s output and would work at 
cross-purposes with OPA’s primary ob- 
jective—the continued prevention of infla- 
tion. In a competitive market economy, 
adequate incentive is necessary to call 
forth required production. During the war, 
it was not necessary to promise ample 
financial rewards in order to induce pro- 
duction. 

Patriotic motives coupled with a uni- 
fied war aim were sufficient to stimulate 
the fabrication of an unprecedented vol- 
ume of goods. That small profits have not 
been incompatible with volume produc- 
tion has been recognized by J. M. Clark: 


“During the war, prices must be con- 
sistent with maximum output of war- 
essential goods; but the government does 
not have to rely on highly profitable 
prices as the sole or main positive stimu- 

1Advances in labor costs which take place after May 11 
will also cut into profit margins, for price ceilings will re- 
flect increases in labor costs only “up to this time.” Over- 
emphasis may have beeen placed upon this phrase. However, 


a careful reading of the Bowles statement would lead one 
to believe that it was inserted after deliberation. 


°See ‘Working Capital for Small Business,” The Business 
Record,” November, 1944, 


lus to the production of munitions and 
related war supplies. To a limited ex- 
tent, producers may be asked to produce 
war products on terms that might, in 
certain contingencies, involve either a 
loss on these particular products or a 
smaller profit than could have been 
earned from some other product; so 
long as their over-all earnings are ade- 
quate. In most branches of’ production, 
fairly close price control has been found 
consistent with adequate incentive.” 


PROFIT INCENTIVE NEEDED 


After the war it will again be necessary 
to rely upon the profit incentive to obtain 
an adequate supply of goods. Motives 
that impelled all-out production during 
the war, despite a relatively low return on 
sales, will be absent.” It is questionable 
whether OPA in its formula has found an 
acceptable substitute, particularly in its 
insistence upon tight margins and its use 
of 1936-39 as a “normal” period. 

A similar warning was sounded by Mr. 
Wilcox in his commentary on postwar 
price-control policy: 


“The industry earnings standard will 
no longer be appropriate. The base 
years of 1936-39 will have receded into 
the past. The principle that no industry 
should claim a larger aggregate profit, 
on the same investment than it realized 
in those years will have lost its signifi- 
cance. Continuance of such a limitation, 
in the postwar period, would be inex- 
pedient as well as unjustifiable. There 
is no reason to suppose that profits 
equivalent to those of 1936-39 will be 


“Price Control and Rationing in the Transition Period. 
Papers and Proceedings of the Fifty-Seventh Annual Meet- 
ing of The American momic Association,” Washington, 
D. C., February, 1945, 


2OPA tabulation for 1,859 manufacturing companies 
show the following percentages of profit, after taxes, to sales: 
1939, 7.6; 1940, 8,2; 1941, 7.6; 1942, 5.2. For a sample of 
1,394 manufacturing companies in 1943, the percentage of 
profit to sales was 4.3. This tabulation unquestionably shows 
only the more profitable firms. See “Corporate Profits, 
1936-1944,” Parts I and II, OPA Division of Research. 


adequate to induce a desirable volume 

of employment.” 

The results of OPA’s reconversion 
pricing program should become apparent 
within the next few months, as men and 
materials become more abundant. De- 
mands for relaxation or cessation of con- 
trols are bound to arise if material and 
human resources, freed for civilian produc- 
tion, remain unemployed because ceilings 
discourage production. 

In summary, it can be conceded that 
the OPA’s price-control program might 
work very well if the economy were al- 
ready reconverted to peacetime production 
and going at full blast. Then, of course, 
it would not be needed. Because it is based 
upon assumptions about unit costs and 
profit ratios that would be applicable at 
best only under conditions of full produc- 
tion, it is really a post-reconversion pro- 
gram. But during the reconversion period, 
civilian production in industries that have 
been engaged in war production for three 
years or more will begin on a limited scale, 
In many, if not most cases, production will 
accelerate slowly while plants are re- 
equipped, personnel is reorganized and 
markets are being reestablished. Unit costs 
and overhead in this critical period will be 
higher than those assumed by OPA. Un- 
der the inelastic ceiling-price system that 
has been announced, there will be no 
margin of profit between these costs and 
the ceilings for many prime producers and 
manufacturers. A great many of them 
will be driven to the wall or discouraged, 
and, unless more realistic pricing formulas 
are adopted, the program promises to de- 
feat or seriously delay reconversion and 
full production. 

Frank GasTaLpo 
M. R. Garssrucu 


Division of Business Statistics 
Ubid., p. 171. 
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